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The first Security Title office opened in 
1920 with just 4 employees. Today, 
Security Title has over 1700 people serving 
you with policies written in 31 

California counties. 


Newest of these is the Los Angeles office 
of Security Title, formerly the Land Title 
Insurance Company. This is the world’s 
most modern title plant, complete 

with up-to-date microfilmed records, 
instantly made available to title officers 
by means of electronic systems. 

No matter what the scope of your 
operations, you can depend on Security 
Title’s experience and facilities — backed 
by the assurance of over $26 million 

in total assets. 

We invite you to specify 

Security Title —for fast, accurate, 
friendly title services. 


SECURITY 
TIPLE 


INSURANCE COMPANY 


Since 1920, 
growing to serve all California better 
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10 SHORT YEARS AGO... 


PHILADELPHIA WAS 
NEVER LIKE THIS! 


...and the transition has just begun 


Greater Philadelphia’s billion-dollar ren- 
aissance has business leaders everywhere 
agog! Hundreds of them—primarily 
PMBA clients—already have invested 
over $8-billion in 8 years... with $10- 
billion more scheduled by 1962. 


And no wonder! “‘Half the redevelopment 
projects in the U.S. are in Philadelphia,” 
reports the Denver Post. The Workshop 
of The World has also become a mecca 
of new industry. 


Local manufacturers’ capital expenditures 



















since 1952 top $2.2-billion. Thanks to the 
stability and growth of Philadelphia’s 
highly diversified industry, its labor force 
averages 20,000 more workers each year. 
And area residents enjoy 19% more pur- 
chasing power than the average Amer- 
ican family. 


Real estate values also have soared stead- 
ily for the past 15 years, thus enriching 
any lender’s security. Many lucrative in- 
vestment opportunities are still yours in 
this quality mortgage market. Contact us 
now for details. There’s no obligation. 


More Lending is Most Logical in Philadelphia 


PHILADELPHIA MORTGAGE BANKERS ASSOCIATION 


914 PHILADELPHIA NATIONAL BANK BUILDING « PHILADELPHIA 7, PA. 


THE MORTGAGE BANKER »* April 1960 


















Trouble  / 


4 A 
4 - 
4 4 


4 / 
/ / 


YO 





( 
l 
HE TERM “trouble shooter” is colloquial Americana 
T.. the expert employed to locate and correct the 
causes for trouble in various types of business operation. v 
In a way, TG’s experienced specialists are trouble 
shooters in the realm of title insurance. g 
TG trouble shooters do more than search out the F 
“bugs.” A TG policy provides the real estate investor with 
full protection against loss emanating from title defects. : 
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CHARTERED IN NEW YORK STATE IN 18863 

HEAD OFFICE... 176 BROADWAY, NEW YORK 338, N. Y., WOrth 4-1000 
Title Insurance throughout the states of New York, New Jersey, Connecticut, ye: 
Massachusetts, Maine, New Hampshire, Vermont, Georgia me 
and other states through qualified insurers n 
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MBA CALENDAR 


April 21-23, Western Mortgage 
Conference, Paradise and Jokake 
Inns, Phoenix 


May 2-3, Eastern Mortgage Con- 
ference, Hotel Commodore, New 
York 


May 19-20, Mortgage Servicing 
Clinic, Hotel Leamington, Minneapo- 
lis 


June 19-25, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago. 


June 26-July 2, School of Mort- 
gage Banking, Course III, Northwest- 
ern University, Chicago. 


July 24-30, School of Mortgage 
Banking, Course I, Stanford Univer- 
sity, Stanford, California. 


July 31-August 6, School of Mort- 
gage Banking, Course II, Stanford 
University, Stanford, California. 


October 3-6, 47th Annual Conven- 
tion, Conrad Hilton Hotel, Chicago 
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ON THE COVER: It seems only 
yesterday when they were considered 
mere supplements to the general MBA 
program of conferences and clinics. 
But not so today. Servicing Clinics 
have attained full stature, as illus- 
trated by the initial 1960 meeting 
in Washington where more than 
550 came to hear about the latest 
developments in every aspect of 


servicing. Escrow administration, in- 
surance, accounting and remittance 
procedure, collections and deliquen- to it. On the cover, two views of 
cies, loans-in-process accounting—these the Clinic and below, Roger W. 
and two-score more subjects pertain- 
ing to servicing were taken apart and 
analyzed. More than just a highly 
successful meeting, the Washington 
Clinic was another reminder of how 
important servicing has become in 


operating a mortgage business and 
the great value the industry attaches 


Hatch, Clinic Chairman; W. W. Mc- 
Collum, president, the Metropolitan 
Washington MBA; MBA President 
B. B. Bass: and W. W. Dwire, chair- 
man, Servicing Committee. (For next 
Servicing Clinic details, see page 43) 
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OURTESY 





Your transactions are undertaken in an atmosphere 
of sincere appreciation for your individual 

needs when you call on us for title insurance. 
That is the experience of many top mortgage lenders 
who welcome the friendly, personal interest 


evident at Louisville Title. 


LOUISVILLE (@& 

TITLE : 
INSURANCE |e 
COMPANY J/g 





LOUISVILLE TITLE 
Psu cance Company. 


HOME OFFICE * 223 S. FIFTH STREET ° LOUISVILLE, KENTUCKY 


VISIT OUR HOSPITALITY SUITE 
EASTERN MORTGAGE CONFERENCE 
Hotel Commodore, New York—May 2-3 
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“Here’s how we used 


The Road to Better Living 


and it has proved to be 
one of the best things 
we have ever done,” 
says Dale Thompson 

of Kansas City 


“IT saw the MBA film at the 1959 Convention and 
liked it. I thought it did a good job of portraying 
many of the services which the mortgage banker 
renders. I felt it succeeded very well in telling a good 
deal of what the mortgage industry is and its im- 
portance in the economy. 

“Our firm purchased a print and secured our own 
equipment for showing it. We contacted organiza- 
tions of all kinds in our area. So far we have 
arranged nearly 60 bookings. They have been before 
all sorts of organizations—churches, sales meetings, 
real estate, building owners and managers, appraisal, 
insurance and other business groups, chambers of 
commerce, real estate boards, service clubs and Ameri- 
can Legion posts. On occasions, it has had as many 
as three showings a day. It’s been shown at the 
Missouri State Real Estate Convention. Advance 
bookings extend into mid-June. Each showing has 
been before a worthwhile group—one the mortgage 
industry is interested in knowing better and one that 
our industry would like to know us better. As a 
mortgage industry project, The Road to Better Living 
has been a notable achievement. But, as we appre- 
ciated in the beginning, our sponsorship of the film 
has been to our advantage, too. Reaction to the film 
has been good and thus it is only natural that certain 
advantages would accrue to us because of our sponsor- 
ship. It has proved to be one of the best things 
we have ever done.” 


© 


Mr. Thompson is president of City Bond and Mortgage 
Company, Kansas City, and what he has done any firm can 
do—with advantage for the mortgage industry as well as the 
sponsoring firm. Prints for member firms are $150 each, or 
$250 if a special identifying trailer is made. 


FILM ORDER BLANK 

Department of Public Relations, 
Mortgage Bankers Association 
111 West Washington St. 
Chicago 2, Illinois 

Please send me prints of the film, “The Road to 
Better Living,” at $150 per print. My check payable to MBA 
is attached. 





Name Title 
Street 
Advertisement sponsored by MBA’s Public Relations Committee City Zone State 
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Your policy from American Title 
provides the most exacting safeguard 
CAPITAL, SURPLUS AND of your mortgage investment. 
TITLE RESERVES IN EXCESS American Title is one of the nation’s 
OF FOUR AND THREE recognized leaders in the ; 
QUARTER MILLION DOLLARS title insurance industry. 





LICENSED TO WRITE TITLE INSURANCE IN Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Florida, Georgia, Indiana, Kansas, Kentucky, Louisiana, 
Maryland, Michigan, Minnesota, Mississippi, Missouri, Montana, Nebraska, Nevada, New York, New Jersey, New Mexico, North Carolina, North Dakota, Ohio, 
Oklahoma, South Carolina, South Dakota, Tennessee, Texas, Utah, Virginia, West Virginia, Wisconsin, Wyoming, District of Columbia, Puerto Rico and Virgin Islands. 
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Every Title Insurance and Trust Company Policy is backed by... 


@ a sound, conservative management. 
@ assets of over $75,000,000. “Since 
@ complete land records. 


w America’s largest staff of title specialists. 1 
@ over 65 years of experience. 7 se and 
rust Company 


No wonder a safe, dependable T./. policy is California's 
best safeguard for buyers, builders, sellers and lenders. 433 SOUTH SPRING STREET, LOS ANGELES 54 
MAdison 6-2411 


1893" 





TITLE INSURANCE AND TRUST COMPANY OPERATES THROUGH BRANCHES, AFFILIATES AND SUBSIDIARIES IN 30 CALIFORNIA COUNTIES, AND 
THROUGH OTHER SUBSIDIARY COMPANIES, OFFERS COMPLETE TITLE SERVICE THROUGHOUT THE STATES OF NEVADA, OREGON, WASHINGTON. 
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Business in a small nutshell: Extreme tightness in tight mortgage 





money has eased a bit but rate changes hardly discernible. Most first 
quarter indices off: FHA, VA, recordings, starts but one year-end 
forecast still holds: it’s going to be a good year. Also off: jobs, 
industrial output, cars, steel production. Up: most cost of living 
prices, construction costs, wages. One thing certain about 1960: Its 
first quarter was something considerably less than what had been pre- 
dicted but still a satisfactory productive period so save the kicks for 


later. 


On Capitol Hill little legislative activity so far affecting hous- 
ing and housing financing. Civil rights bill has held the stage. Big- 
gest legislative mail puller has been the Forand bill to provide medical 
aid to the aged. An encouraging development: apparently Congress will 
act for sure to make it possible to deduct as business expense differ- 
ence between par value and market value on FNMA stock. 





Will they or won't they let VA home loans die two months from now, 
not forgetting that this is an election year? Enthusiasm for extension 
something less than hot. Eighty per cent of World War II veterans have 
availed themselves of benefits, more than 52 per cent of applicants for 
home loans now Korean vets. But note: at end of February, 22,000 vets 
had applied for direct loans with funds only for about 7,500. VA's home 
loan guaranty program may be a last minute action in Congress. 





Mortgage bankers haven't—as some expected them to be—been too ac- 
tive in organizing small business investment companies. Banks have, and 
of the 82 set up so far, 28 are bank-owned or sponsored. One of three 
SBI companies selling stock to public was mortgage-company-sponsored. 
Since the Act became effective, licensed small business companies 
attracted more than $46 million in subscribed capital yet the program has 
not been the great success many predicted—but it hasn't been a failure 
either. Experience so far indicates that some changes must be made. 
Specifically, it’s contended the provision that borrowers from a 
small business company must purchase from 2 to 5 per cent of the amount 
loaned should be eliminated. Also, there must be a broadening of the 
type of securities a company can buy, now limited to convertible 
debentures or loans, or both. The requirement that furnishing equity 
capital is a primary function of a SBI has not proved realistic and 
should be changed. These and other objections, gleaned from initial 
experience with the Act, have been deterrents and if Congress can get 
to it, some revisions are sure to come. 





Net rate of interest earned by the life companies last year was 
right at 4 per cent, better than 1958 and during the Fifties but still 
a full point below the 5 per cent earned 30 years ago. Specifically 
they earned 3.96 per cent on investments in 1959 as against 3.58 
per cent in 1958 and an average of 5.51 per cent for the decade of the 
Fifties. This is all life company investments, not mortgages alone for 
which figures are not available. 
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Your local T-I-C representative was selected for his ability 
to provide professional title service. 


He knows real estate financing procedures and 
problems. .. laws, conditions and customs affecting your area. 
And he is an expert on Title Insurance. 


Through T-1I-C, he offers service on a national basis... 
for transactions outside your locality. 


These are factors that set Title Insurance Corporation of St. Louis 
apart as the firm you'll prefer to do business with! 


T-I-C representatives serve key cities in 13 States: 


Alabama Georgia Lovisiana Nebraska 
Arkansas Indiana Mississippi Oklahoma 
Florida Kansas Missouri W. Virginia 


Illinois (some counties) 
TITLE INSURANCE CORPORATION OF ST.LOUIS 


THE MORTGAGE BANKER « Apri/ 1960 9 








€= 7 

LW AS 

ry fi/ 

Ne VY % 
\s SS \ < v4 


Quotes 


Reflections of the World Today in Capsule Comments 





INFLATION FREE 

for the 
anyway, so say some, among 
Charles H. Percy, industrialist 


and prominent political figure 


lhe 


ment 


mo- 


thre al has gone, 


them 


“We'll probably have an inflation 
free year of prosperity in 1960. It’s a 


good solid feeling.” 


MONEY TO CONTINUE COSTLY 


The backing and filling in the early 
1960 has doubts 
among many that year-end forecasts 
of continued tight money 
wrong. But most people think 
including Orson H. Hart, second vice 
president, New York Life Insurance 


months of caused 
may be 


not, 


Company: 


“Unless some startling change in 
the general business outlook occurs, 
interest rates to 


we ought to expect 


continue on the high side for some 


months to come.” 


LAND TITLE 


SERVICE 
COVERS 


a A e 


ALLIANCE - CHARDON - CINCINNATI - 
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WE’VE COME FULL CYCLE 

We may or may not have won the 
battle of inflation but one thing 1s 
sure: savers have re- 
sumed the places they once had. Said 
O. Kelley Anderson, president of New 
England Mutual Life: 

“Signs are multiplying that further 
much of a 

but it is 


savings and the 


inflation may not be as 
threat as heretofore 
premature to say that the battle has 
been won. The wheel has turned full 
circle. The saver, the forgotten man 
for nearly a quarter of a century, is 
now being wooed. Here and abroad, 
private industry and governments are 
offering him the highest interest rates 
in three decades.” 


THE SEARCH GOES ON 
Although the improvements and in- 
novations in mortgage lending have 
been many and evolutionary, always 


ELYRIA - 





ee seam oak, 


JEFFERSON - MEDINA - PAINESVILLE - 


there ts a constant searching for better 
ways to do what we are doing—one 
goal being some method to lure the 
individual investor—once a big factor 
back into the field. Said John W. 
Remington, ABA president: 


“Just as the amortized mortgage 
opened up a new conception and par- 
ticipation in financing home building, 
we may need to develop improved 
techniques in the mortgage market. 
Research several 
fronts to discover if mortgage money 
can be made even more accessible 
than it is today. The mortgage of the 
future may contain some carefully 
worked-out provisions for flexible in- 
terest rates. The development of a 
better mortgage market could help to 
attract individual investors as well as 
financial institutions wishing to make 
larger commitments in long term in- 


is proceeding on 


vestments.” 


DO IT FOR CONVENTIONALS 

And one of these goals is to do for 
conventional loans what has been 
done for FHA and VA loans—give 
them national marketability. Said Dr. 
Kurt F. Flexner, ABA director of 
mortgage finance: 

“The rigidities imposed on FHA 
and VA mortgages rarely benefit those 
whom the Congress intended to help 
by imposing these interest rate limita- 
tions. Where interest rates are rigid, 
discounts and other charges take the 


ah 


RAVENNA - YOUNGSTOWN 


place of a more marketable interest 
rate. Financial institutions, however, 
are often not anxious to become en- 
gaged in these indirect charges of 
financing which in turn tends to drive 
money away from housing. This is 
reflected in the fluctuations of FHA 
and VA mortgage lending as com- 
pared to conventional mortgage lend- 
Since there is no indication in 
the statistics that the decline in FHA 
and VA funds during periods of mone- 
tary restrictions is offset by an increase 
in conventional lending except per- 
centagewise, there is every indication 


ing. 


that rigid interest rates drive money 
away from the mortgage market. The 
Government should do all it can to 
help strengthen the private sector of 
the which, in this case, 
means to assist in bringing about a 
with 


economy 


strong conventional mortgage 


national marketability.” 
DIFFERENT THAN 
ANTICIPATED 
It’s true of 1960 so far, the shape 
of things are not quite the way they 


Said Dr. Paul W. Me- 


were forecast. 


Cracken, professor of business condi- 
tions, University of Michigan, and 
former member of the President’s 
Council of Economic Advisers: 

“If the money and capital markets 
are congested than had been 
feared earlier, as now seems possible, 
residential construction will be 
stronger in 1960 than had been ex- 
pected. There is already some evi- 
dence that this is developing. The de- 
cline in interest rates since the turn 
of the year has begun to strengthen 
the mortgage market. In February 
applications for FHA commitments 
held even with January on a season- 
ally adjusted basis, and there are re- 
ports that yield rates on mortgages in 
the secondary market had eased 
slightly. While some part of the re- 
cent decline in interest rates is sea- 
sonal, there is reason to hope that the 
demands for funds will be in better 
balance relative to prospective sup- 
plies than in 1959.” 

e 
LOOK TO THE LONG TERM 
If all of today’s plans, proposals 


less 


and suggestions about long-term hous- 
ing and housing financing were laid 
end to end it would make a lot of 
plans, proposals and suggestions. Jo- 
seph A. Grazier, president, American 
Standard Corporation, submits his: 


“Violent fluctuations in home build- 
ing activity are unhealthy for every- 
body. Without continuity in building 
programs, it is impossible for the 
home buyer, the home builder or the 
mortgage lender to engage in any 
sound, long-range planning. We 
should: 1. Make completely certain 
that the industry is progressing techni- 
cally as fast as it can; 2. Strive to 
engender a feeling of integrity in the 
supply of mortgage funds; 3. Attempt 
to free FHA from its hostage role with 
Congress; 4. Persuade the trustees of 
corporate pension funds to invest a 
portion of those funds in mortgages; 
5. Work for equal tax treatment for 
real estate investment trusts; 6. Insist 
that the operations of FNMA remain 
wholly within the secondary market 
function; 7. Strengthen existing indus- 
try organizations.” 





Arkansas 
Delaware 


District of 
Columbia 


Florida 





1884 





Mortgage Investments are only as secure as their 
titles. The reliable protection of TITLE INSURANCE is a dependable 
safeguard for Mortgage Bankers. Consult the Title Guarantee Company. 


Seventy-six years’ experience. Our services are available to you in: 


Georgia North Carolina 
Louisiana Ohio 
Maryland South Carolina 
Mississippi Tennessee 
New Mexico Texas 


THE TITLE GUARANTEE COMPANY 
Home Office: TITLE BUILDING + BALTIMORE 2, MARYLAND 


Utah 

Virginia 

West Virginia 
Puerto Rico 
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INVESTING MONEY AT HOME 


The life companies have done well in parceling out thei 
investment funds all over the country so that premium money from 


one area is put back to work in that area. 


The life companies have done a 


remarkable investing the 


funds in relation to where their pre- 


job of 


miums come from, or coordinating 


the two so that money received from 
one area goes back there to promote 
growth and expansion. And no place 
is the trend more pronounced than in 


the mortgage end. 


With 115 million policy holders, the 
equivalent of nearly two out of every 
three persons in the population, life 
the 
widely owned form of personal thrift. 


insurance is now nation’s most 


Of particular significance in the in- 
vestment figures is the close relation- 
ship between the growth of life com- 
pany investments in various parts of 
the country and regional expansion 
trends in recent years. This responsive- 
ness to growth needs is especially evi- 
dent in the Far West and certain parts 


of the South which show greater-than- 
average increases in population and 
in personal income than occurred in 
the nation at large during the Fifties. 


Data on the investments of compa- 
nies representing 85 per cent of the 
assets of all United States life com- 
panies show that, for the country as 
a whole, these investments increased 
by approximately $32% billion, or 69 
per cent, in the period from the be- 
ginning of 1950 to the end of 1958. 
The dollar totals involved grew from 
$47.1 billion at the start of the Fifties 
to $79.8 billion at the close of 1958. 


Growth in mortgages stood out in 
the investment record. Mortgage in- 
vestments of the companies grew from 
$10'% billion to $29.9 billion in the 
1950-58 period, a rise of 186 per cent. 
Funds to promote industrial expansion 
through investment in bonds of public 








utilities and in industrial and miscella- 
neous bonds increased from $15.7 bil- 
lion to $31.9 billion in the period, up 
103 per cent. 

Setting the regional pace in the rate 
of growth for the decade was the 
group of eight Mountain States run- 
ning from Montana to Arizona. In- 
vestment of life insurance funds in 
these States increased from $11 bil- 
lion at the start of 1950 to $3% bil- 
lion at the end of 1958, a rise of 133 
per cent. 

Paralleling this trend was a popula- 
tion gain of 33 per cent for these eight 
States between 1950 and 1958, prac- 
tically double the national average 
in those years, combined with a rise 
of 95 per cent in total personal in- 
come, close to a third greater than the 
73 per cent expansion for the nation 
as a whole. 

Close behind in the regional rate of 
growth were the Pacific Coast States 
of California, Oregon and Washing- 
ton. Here, too, the influence of popu- 
lation and income trends is clearly 
discernible, with the former up 34 
per cent and personal income gaining 
95 per cent in the 1950-58 period. 





Hurd €& Co., Inc. 


660 MADISON AVENUE, NEW YORK 21, N. Y. 


TEMPLETON 8&-9100 


Specialists m large-scale commercial and industrial mortgage 


Jinancng and in the arranging of purchase-leases. 


D. FREDERICK BARTON 
PARTNER, EASTMAN DILLON, UNION SECURITIES & CO. 


BOARD OF DIRECTORS 


RICHARD M. HURD 
PRESIDENT, HURD & CO., INC. 


DISQUE D. DEANE 
PARTNER, EASTMAN DILLON, UNION SECURITIES & CO. 
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FREDERICK H. BRUENNER 
PARTNER, BREED, ABBOTT & MORGAN 


RICHARD M. HURD, JR. 
HURD & CO., INC. 


Life company investments in the Pa- 
cific Coast States in the period in- 
creased from $4.9 billion to $10.6 bil- 
lion, a rise of 118 per cent. 

Third in growth performance were 
the West South Central States of Ar- 
kansas, Louisiana, Oklahoma, and 
Texas, where combined life insurance 
investments expanded from $4.7 bil- 
lion to $9.7 billion between 1950 and 
1958, up 105 per cent. Here the prin- 
cipal factor was rising industrializa- 
tion rather than above average in- 
creases in population and. income, 
particularly in Texas and Louisiana. 

Other regional gains in life com- 
pany investments in the 1950-58 pe- 
riod were: 


South Atlantic States, up from $5.8 


billion to $10.1 billion, increase of 
73 per cent. 
East North Central States, $16.4 


billion in 1958 versus $9.6 billion in 
1950, a rise of 71 per cent. 


East South Central States, up from 
$2.7 billion to $4.4 billion, increase 
of 64 per cent. 

West 


North Central States, $6.5 


billion versus $4.1 billion, up 58 per | 


cent. 

Middle Atlantic States, $15.3 bil- 
lion versus $11.2 billion, up 37 per 
cent. 

New England States, up from $2.6 
billion to $3.3 billion, increase of 27 
per cent. 

As a result of these changes, the 
five East North Central States running 
from Ohio to Wisconsin have replaced 
the Middle Atlantic States of New 
York, New Jersey and Pennsylvania 
as the regional leader in life com- 
pany investments. The Pacific Coast 
States now rank in third place in this 
respect, a position occupied by the 
South Atlantic States at the beginning 
of the Fifties. 


Total life insurance owned in the 
U. S. at the start of 1960 was $534.- 
000,000,000, more than double the 
ownership ten years ago. Life 
insurance owned per insured family 
is now more than $11,500 compared 
with about $5,000 a decade ago. 









DETROIT 


AND 


MICHIGAN 
TITLE INSURANCE 


TITLE INSURANCE on both Owner’s and Mort- 
gagee’s Policies anywhere in Michigan. Prompt 
and dependable service from Michigan's Oldest 
Title Insurance Company. 
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metropolitan Detroit. We act as ESCROW Agents 
in all matters involving real estate transactions. 
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FHA's RECORD 


And there 
othe that 
match it for accomplishment, fulfill- 


record—is 


effort 


what a any 


governmental can 
ment of objective, business efficiency, 
service to the people and vision and 
FHA’s status as of the 
1959 tells a story of success. 

At the end of-the year, FHA had 
$1,087 million, liabili- 
to $274 


reserves ol 


imagination? 


end ol 


total assets of 
million, and 
insurance $813 
which were $120 million higher than 
1958 


1945, when the first participations in 


ties amounting 


million, 
the reserves at the end of Since 
the earnings of the Mutual Mortgage 
Insurance Fund were paid to home 


owners who had paid off their in- 
sured mortgages, FHA has distributed 


more than $100 million in these 
shares 

Insurance written by FHA from 
its beginning in 1934 through De- 
cember 31, 1959 aggregated $61 bil- 
lion, of which $30.8 billion was out- 
standing at the end of 1959. Total 


insurance written included $12.4 bil- 
$41.4 


insurance, 


lion on property loans, billion 


in home and 


$7.3 


surance 


mortgage 


billion in project mortgage in- 


Losses to the FHA insurance funds 


amounted to 29/100 of 1 per cent 


of the insurance written under all 
programs—2/100 less than the ratio 
a year ago. The loss ratio on home 


mortgage insurance, the largest FHA 
6/100 of 1 


compared to 7/100 a year ago, and 


activity, was per cent 


on property improvement loan insur- 


ance it was 84/100 at the end of 
1959 as against 89/100 at the end 
of 1958. It should be noted, Commis- 
sioner Zimmerman explained, that 


losses on property improvement loan 


American families purchased a rec- 
ord $69.5 billion of life insurance last 
year—as much as they owned in 1925. 
Number of life insurance policy- 
holders in the U. S. increased by 
some 30,000,000 in the decade of the 
1950’s. There about 115,- 
000,000 American life insurance pol- 


are now 


icyholders. 
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insurance include losses on insurance 
1939 
amendment which authorized FHA to 
from 


operations prior to the June 3, 


collect an insurance charge 


lenders for this type of insurance. 
“Our consistently favorable loss ex- 

the 

families in 


perience,’ he said, “testifies to 


integrity of American 
meeting their obligations, and to the 
enthusiasm with which they use every 
them to 


standards.” 


opportunity available to 


raise their 


VHMCP & MBA 


VHMCP has placed some 41,000 
FHA and VA loans for a total of 
approximately $400,000,000. Of this, 
more than 9,000 amounting to almost 
$90,000,000 were for members of mi- 
arrange 
efforts. 


housing 


unable to 
their 


nority groups 


financing through own 


(he remainder were for borrowers in 
small communities where home financ- 
ing is often not readily available from 
local sources. 

Half of the loans were made to 
families with annual incomes of be- 
tween $3,000 and $6,000, and nearly 
60 per cent of the homes they pur- 
chased ranged in price from $5,000 
to $11,000. 


“Had it not been for VHMCP, the 
+1,000 families who have been helped 
by this Program would have been un- 
able to obtain the credit they needed 
to buy then homes,” HHFA 
Administrator Norman Mason said. 


“The VHMCP has done much to 
provide a more equitable flow of FHA 
and VA mortgage funds to members 
of minority groups. Experience under 
the Program has shown that minority 
having trouble in 


own 


families who are 
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Protect your mortgage investments wic: 
Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Banks Title INSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... Delaware... Maryland . . . Virginia 
West Virginia... District of Columbia...New Jersey... Ohic.. . Florida 








obtaining home loans have a better 
than even chance of obtaining housing 
credit if they will use the channels 
of VHMCP.” 

New members of the National 
VHMCP committee are: 

R. Manning Brown, Jr., vice presi- 
dent, New York Life Insurance Com- 
pany. 

Herschel Greer, president, Guaranty 
Mortgage Company, Nashville. 

Carl T. Mitnick, immediate past 
president of the National Association 
of Home Builders, Merchantville, N. J. 

Continuing on the National Com- 
mittee are Paul M. Minter, vice presi- 
dent, National City Bank of Cleve- 
land; Nels G. Severin, San Diego; 
Ehney A. Camp, Jr., vice president 
and treasurer, Liberty National Life 
Insurance Company, Birmingham; 
A. T. Spaulding, president, North 
Carolina Mutual Life Insurance Com- 
pany, Durham, North Carolina; Mar- 
tin R. West, Jr., senior vice president, 
Weaver Bros., Washington, D. C.; 
Richard B. Haskell, president, Me- 
chanics Savings Bank, Hartford; 
Oliver M. Walker, president, Walker 
& Dunlop, Washington, D. C.; H. J. 
Munnerlyn, president, H. J. Munner- 
lyn, Inc., Bennettsville, South Caro- 
lina; Gilbert G. Roessner, executive 
vice president, City Federal Savings 
& Loan Association, Elizabeth, New 
Jersey. 

MBA members who are serving on 
the various regional committees in- 
clude 

Region I Committee—Claude R. 
Davenport, president, First Mortgage 
Corporation, Richmond; 

Region II Committee—C. C. Cam- 
eron, president, Cameron-Brown 
Company, Raleigh, N. C.; Greer Z. 
Roberts, vice president, Statewide 
Mortgage Company, Atlanta; 

Region III Committee—W. G. 
Harpole, vice president, Laclede Bond 
& Mortgage Company, Louisville; 

Region IV Committee—W. W. 
Wheaton, president, The Galbreath 
Mortgage Company, Columbus, Ohio; 
Howard E. Green, president, Great 
Lakes Mortgage Company, Chicago; 

Region V Committee—Donald S. 
McGregor, executive vice president, 
T. J. Bettes Company, Houston; W. 
W. Salmon, secretary, Southern Trust 
& Mortgage Company, Dallas; 

Region VI Committee—Aksel Niel- 
sen, president, The Title Guaranty 
Company, Denver; 















Region VII Committee— A. B. 
Robbs, Jr., president, A. B. Robbs 
Trust Company, Phoenix; Carl A. 
Sandquist, vice president, Coast Mort- 
gage & Investment Company, Seattle. 

These MBA members are serving 
terms which continue: 

Region I Committee—Howard J. 
Ludington, Rochester; Robert E. 
Goldsby, chairman, Jersey Mortgage 
Company, Elizabeth, N. J.; Philip 
H. Hill, president, Thomas & Hill, 
Inc., Charleston, West Va. 

Region II Committee—C. Douglas 
Wilson, president, C. Douglas Wilson 
& Company, Greenville, S. C. 

Region III Committee—Scott N. 
Brown, president, First Trust Com- 
pany, Chattanooga; 





Region IV Committee—Gordon 
Seibert, president, Nickels & Smith 
Company, Minneapolis, Minnesota; 
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CHILDS SECURITIES CORPORATION 


A Subsidiary of 
CHILDS and COMPANY 


The oldest house in America specializing in Government Securities 


Region V Committee—L. W. Sut- 
ton, vice president, Gulf Coast In- 
vestment Corporation, Albuquerque; 

Region VI Committee—Newell B. 
Dayton, president, Tracy-Collins 
Trust Company, Salt Lake City. 


New officers for the Lubbock, 
Texas, MBA have been named. Cof- 
fee R. Conner, assistant cashier, Lub- 
bock National Bank, is the group’s 
new president. William H. Pearce, 
manager, J. E. Foster & Son, is vice 
president; and Tom Elliott, assistant 
vice president, Investors, Inc., is sec- 
retary-treasurer. Serving on the board 
are: Oby Stuart, McFarland-Maisen 
Mortgage Company; J. Ben Cole, J. 
H. Brock and Company; C. E. May, 
Key Investment Company; Joe Lynch, 
T. J. Bettes and Company; and Shed- 
rick Jones, Lumbermans Investment 
Company. 
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Lawyers Title is outstanding in reputation for performance, 
sound and equitable underwriting practices, growth, and 
the character and amount of assets available for the pro- 
tection of policyholders. 





LAWYERS TITLE INCREASED ITS 
CAPITAL and SURPLUS by $546,481 to $10,855,723 


RESERVES by $1,116,529 to $10,470,821 
CAPITAL, SURPLUS and RESERVES by — $1,663,010 to $21,326,544 


This kind of growth and protection prompts increasing 
numbers of investors in real estate and real estate securi- 
ties to always look for the company signature and trade- 
mark that identify the outstanding title company. 






"lawyers Title [nsurance (Orporation 
" >» > Home Office ~ Richmond . Virginia 


emamnncne © TITLES INSURED THROUGHOUT 44 STATES, INCLUDING HAWAII; AND IN THE 
DISTRICT OF COLUMBIA, PUERTO RICO AND CANADA. NATIONAL TITLE DIVISION 
OFFICES: CHICAGO * DALLAS * DETROIT * NEW YORK. REPRESENTED BY LOCAL 
TITLE COMPANIES IN MORE THAN 275 OTHER CITIES. THOUSANDS OF APPROVED 
ATTORNEYS LOCATED THROUGHOUT THE OPERATING TERRITORY. 
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FACES THE 
\ Sy NATION THAN THIS 


Julian B. Baird 


Undersecretary of the Treasury 


And the problem is a successful fight against inflation and 
The step that can 


be taken now that would do the most good is to remove the 


NFLATION is our primary eco- 
| nomic danger as we turn the corner 
into the new decade. If we do not 
markedly strengthen our efforts to 
protect the value of the dollar, much 
that we have worked so hard for in 
domestic economy, as well as 
internationally, may be lost to us. 


preservation of the sound value of the dollar. 


rigid 41/4, per cent ceiling on government financing. In the area 


our of national debt management are included some of the most 


vital problems affecting the future of U. S. prosperity 


The United States is a rich country. : ss 
but, until recently, few have been willing to face up to the 


In many instances, we can afford 
mistakes in policy—even costly mis- 
takes—and still get back to shore. But 
loss of confidence in the value of the 
dollar is not one of these instances. It 
is a different type of problem entirely. 
The social and economic losses sus- 
tained through serious or prolonged 
erosion of the currency—which is an- 


responsibilities they involve. 


tion of 1957. Recently the deficits 
have risen to a high level—about $3 
billion in 1958 and approaching $4 
billion in 1959. Large deficits cannot 


in danger of losing some of our eco- 
nomic freedoms in a drift toward 
socialism. 


Whether we like it or not, this na- 





other term for serious or prolonged tion finds itself a leader of the free be sustained safely for a long period 
inflation—are not easily regained. At world—economically, financially, mili- of time if we are to have a satisfactory 
best, the damage can be repaired only _ tarily. pattern of our balance of payments 


at the cost of a program of austerity. 
The hardships and inequities which 
result from inflation cannot be readily 
equalized; they deeply injure the 
moral fiber of the nation. Worst of 
all, if the example of many other na- 
tions means anything, we would be 


The President pointed out in his 
State of the Union Message that “In- 
flation’s ravages do not end at the 
water’s edge.” He was referring to 
our international balance of payments 
position, which has been in deficit in 
each year since 1949, with the excep- 


and if the dollar is to function prop- 
erly as the world’s major reserve 
currency. 

This heavy and continuing deficit 
in our international balance of pay- 
ments situation is a relatively new 
phenomenon to us. For many decades 
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until this last one, we have enjoyed 
a generally favorable balance of inter- 
national payments. Then, largely as 
a result of wars, our export position 
became for a time extremely favorable 

the both goods and 
financial reserves abroad led us prop- 


shortages of 


erly to help industrial nations rebuild 
their economies through the Marshall 
Plan and othe1 But 
the “dollar gap” has long since been 
eliminated. Therefore, we must adjust 
to the changed condi- 
the industrial 
accumulating 


measures, now 


our thinking 


tions, under which 


countries abroad are 
surpluses in the form of gold and 
dollars. 

Since World War II our nation has 
become the banker 

and like the typical banker, we have 
Short- 
foreign 


world’s leading 
lent long and borrowed short. 
held by 
countries, largely deposits in banks 
and Treasury bills, have built up from 
under $7 billion at the the 
war to $17 billion at present. Dollar 
holdings, therefore, supplement gold 


claims on us 


term 


end of 


as the basic international reserves for 


most of the currencies of the free 
world. 
[This means that foreigners now 


have an important stake in how we 
manage our affairs. 

Che administration is taking appro- 
priate steps to try to reduce the size 
of the payments deficits. It is our 
resolve that these steps continue to be 
consistent with our objective of pro- 
moting an expanding volume of world 
But it ap- 


parent that a basic factor in our pay- 


trade should be readily 
ments deficits is the cost-price struc- 
Our 


expand our exports will be impaired 


ture in this country ability to 
if this structure is not competitive. 
again come back to the sta- 
the dollar 


In a complex economy, producing 


Here we 


bility of 


goods and services at a rate of a half- 


trillion dollars a year, the causes of 


inflation are bound to be complex; 
thus there is no simple cure to the 
inflation problem. Moreover, the task 
of controlling inflation does not start 
the banks of the Po- 
individuals in every walk of 


kinds, 


each and every one of 


and stop on 
tomac ; 


life, 
management 


institutions of all labor, 


his economic and 

the 

lightened self-interest. 
In the last analysis, public opinion 


will tip the scales. It 


us must handle 


financial affairs on basis of en- 


seems to me 
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that we see evidence of some progress 
in this respect. Surely there is a 
growing realization that wages can- 
not, on the increase faster 
than the over-all increase in produc- 
tivity without prices following suit. 
Some of the public opinion polls indi- 
cate this lesson is beginning to sink 
in. Let us hope that we won’t have 
to learn the lesson the hard way as 
so many other nations have had to do. 


avcrage, 


No, the Government can’t do the 
job alone, but nevertheless its efforts 
the qua The battle 
against inflation will surely be lost if 
we fail to maintain financial respon- 
sibility in Federal Government activi- 
ties. By responsibility I 


are sine non. 


financial 





mean three things: a surplus in the 
Federal periods of 
prosperous business activity; monetary 


budget during 
discipline, so that excessive expansion 
in credit and the money supply is 
not allowed to tip the scales toward 
debt 
support 


inflation; and management 


actions that anti-inflationary 
budget and monetary policies. 

As for the budget—although it was 
said by many observers that it couldn't 
the year 
submitted to the Congress a balanced 
budget for the fiscal year 1960. He 
led such a vigorous fight for its adop- 
tion that the President report 
in his recent State of the Union Mes- 
sage that the 1960 budget, in spite of 
the steel strike, is still in balance. Far 
more important, the President dis- 
closed that the 1961 budget will not 
only be in balance, but indicates a 
surplus of $4.2 billion, the largest 
surplus of his Administration. 

The case for balanced budget was 


be done President a ago 


could 


than otherwise. . 


make a decision . 


taken directly to the people of this 
country. I believe they are now com- 
ing to realize that the United States 
cannot continue indefinitely to live 
beyond its income and still be able 
to fight effectively the external chal- 
lenges which we face on both military 
and economic fronts. 

A balanced budget is an important 
and an understandable symbol of 
sound fiscal policy and of good gov- 
ernment. 

A balanced budget works for a 
growing economy. It inspires confi- 
dence. It works against inflation. 

If we are to continue to carry for 
an indefinite time the heavy burdens 
on the military and civilian fronts 


While no single area of the economy can 

claim favored treatment in doing what certainly 
should be done in removing the ceiling, 
nevertheless, as Mr. Baird says “there wiil be 
more mortgage credit available with the 

ceiling off than with it on. In addition, the 


cost of interim financing should be lower 


. The American people must 


.. they can choose artificially 


low interest rates created by soft money and 
accept the inflation that results .. . the 
other choice is to permit flexible interest rates 


and thus fight inflation. . .” 


which the cold war makes essential, 
we must have an economy which will 
grow, which will be dynamic. We 
need people who understand that 
there is no substitute for hard work, 
careful planning and true saving. We 
will grow as a country only if we pro- 
duce more than we consume and use 
our surplus to provide new sources of 
production. With assurance that the 
value of their dollars will be pro- 
tected, people will be willing to work 
harder, save more, and invest more. 

Saving is not easy. It requires that 
people deliberately deny themselves 
present benefits for greater future 
benefits. The large saving effort that 
will be called for to meet the new 
capital requirements of this decade 
needs the assistance of an environ- 
ment conducive to saving. This means 
that the threat of inflation must be 
removed. 

One of the best ways to restrain 
inflation is for the Government to 








retire debt in a period of economic 
expansion. Retiring debt has a whole- 
some effect in holding down interest 
rates, or actually lowering them, as 
occurred during the decade of the 
1920s. 

If we are realistic we must recog- 
nize that achieve debt 
reduction on any substantial scale un- 
less we can find wider public support 
for programs calling for reducing, or 
at least holding the line on, expendi- 
tures at the Federal Government level. 

From the point of view of the 
Treasury Department, the most im- 
portant piece of business which Con- 
gress left unfinished upon adjourn- 
ment last fall was granting to the 
Treasury the additional statutory au- 
thority necessary to manage our record 
Federal debt without adding to infla- 
tionary pressures. 

In order effectively to do its job 
in handling the public debt, the Presi- 
dent in June of last year asked Con- 
gress to the 4% per cent 
interest rate ceiling on new issues of 
all Treasury bonds running more than 
five years to maturity. The Congress 
debated the matter but did not act, 
despite renewal of the President’s 
request in August. In January this 
year the President, for a third time, 
asked Congress for removal of the 
artificial interest ceiling, passed in 
1918, which is restricting flexible debt 


we will not 


remove 


management. 

The House Ways and Means Com- 
mittee reported favorably last Feb. 23 
on a bill that does not completely 
eliminate the interest rate ceiling as 
the Administration has believed de- 
sirable. However, the bill would, at 
least in the period immediately ahead, 
permit the Treasury to accomplish 
the debt lengthening which is so es- 
sential in the national interest. 

We cannot predict the course of 
the legislation through the House and 
Senate but we will continue to press 
vigorously for corrective legislation, 
preferably in the form originally sub- 
mitted by the President. 

I am going to restate some of the 
reasons why we think corrective legis- 
lation is so important. 

Today the current 
funds by businesses, state and muni- 
cipal governments, home builders, and 
other borrowers makes heavy demands 
on the volume of savings and, as we 
are all aware, has pushed up interest 
rates. The Treasury, because of the 


pressure for 


+4 per cent ceiling, cannot sell new 
bonds of more than five years’ ma- 
turity. It must, therefore, borrow 
wholly on short-term securities, Much 
of this borrowing is potentially infla- 
tionary; under current market condi- 
tions it is costly; it hurts consumers 
and small businesses; and it creates 
ever greater debt management prob- 
lems for the future. 

Crowding all Treasury borrowing 
into the short-term market adds to 
inflationary pressures for two reasons. 
In the first place, a long-term bond 
is a true investment instrument, but 
a short-term Treasury security is only 
a few steps away from being money. 
It can be sold easily in the market, at 
or close to its maturity value, to ob- 
tain funds to spend for goods and 
services, or the holder can simply wait 
a few days or weeks until it matures, 
demand cash from the Treasury, and 
spend the proceeds. 

From a purely technical standpoint, 
such sale or redemption does not in- 
crease the money supply as ordinarily 
defined but it has much the same 
effect. This is for the reason that the 
short-term securities are cashed by a 
holder who intends to put the pro- 
ceeds to active use whereas the new 
buyer is using funds that otherwise 
would be idle. 

Secondly, commercial banks make 
up a much larger part of the market 
for short-term Treasury securities than 
they do for long-term issues. When 
commercial banks buy securities they 
create new demand deposits in the 
process, and this, as we know, adds 
to the money supply. An expanding 
money supply, during a period when 
pressures on economic resources are 
intensifying, adds momentum to infla- 
tionary forces. 

The handling of our $290 billion 
debt in an inflationary manner is bad 
enough, but that’s not all. Sole re- 
liance on short-term borrowing is 
costly today, because interest rates on 
most securities of less than five years’ 
maturity are higher than those on 
longer-term issues. Every borrower in 
the under five-year range is penalized. 

It is only common sense that the 
confinement of all borrowing to one 
segment of the market tends to drive 
up interest rates in that part of the 
market. The fact is that the short- 
term market is already overcrowded, 
reflecting the impact of heavy deficit 
financing, record credit demands on 


the part of consumers, small busi- 
nesses, and other short-term bor- 
rowers. This overcrowding means 


that somebody is going to get pinched, 
so long as the Treasury has to borrow 
exclusively on short-term issues. 

In addition to being inflationary, 
costly, and unfair to private short- 
term borrowers such as consumers and 
small businesses, Treasury financing 
wholly in the short-term range can 
only add to future problems of debt 
management. Currently almost 80 per 
cent of the marketable public debt 
matures within five years, and that 
total is growing. As debt is 
piled into this area, future refundings 
will have to be 


more 
of maturing issues 
undertaken more frequently and in 
greater amounts. As a result of doing 
all of our financing in the short area 
for the last year, the average term of 
the marketable debt is now reduced 
to four years and three months, the 
shortest in our history. The situation 
is comparable to one that might be 
faced by an individual with a mort- 
gage on his home that matured every 
two or three He would be 
forced to refinance that mortgage, if 
he could, each time it came due, and 
under whatever conditions might be 
prevailing at that time. This certainly 
is not a desirable arrangement. How- 
ever, that is the position the Treasury 
finds itself in. 

It has been alleged by some that 
the removal of the 4% per cent ceil- 
ing would raise interest rates. We do 
not believe that this would be the 
case. Actually, the inflationary aspects 
of debt management policy under the 
present ceiling could, as time goes 
on, raise increasing apprehension both 
here and abroad as to the future value 
of the dollar. Nothing contributes so 
strongly to forcing interest rates up- 
ward as fear of inflation. Those in- 
vestors who want to put their money 
in a savings account or invest in fixed- 
dollar obligations—rather than in 
stocks or real estate—will demand a 
higher interest rate to compensate for 
their expectation of a shrinking pur- 
chasing power of the future repay- 
ments of principal and interest. 

In effect, we are seeing a renewal 
of the old conflict between the advo- 
cates of soft money and pegged inter- 
est rates versus those who stand solidly 
for sound money and flexible interest 
rates. In fact, if one reads the debates 

(Continued on page 30) 


years. 
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Lending Nation Wide 


Spectacular as have been the evolutionary changes in mortgage lending, 
lending nation wide has presented problems of its own which are being solved 





We Have Come a Long Way 


Spectacular as has been the expan- 
sion of mortgage lending in the past 
three decades, the which has 
shown the most expansion has been 


area 


the nation wide sector. A development 
of only within recent years, this phase 
of mortgage investment has met and 
solved a variety of problems. Recently 
John J. Redfield of the New York law 
firm of Cadwalader, Wickersham & 
l'aft and three of his associates joined 
to explain and interpret for New York 
MBA members the current status of 


three of these areas: 


First, the problem of “doing busi- 
ness” in many states by a foreign cor- 
poration. 

Second, taxation of mortgage in- 
vestments and investors. 

Third, foreclosure legislation needed 
in various states. 
observations 
follow with 


Some comments and 
in each of these areas 
recommendations for changes. 

But these are not all the problems, 
as Mr. Redfield pointed out. “There 


are other legal problems. There is the 


>. 


Many “Doing Business’ Laws 
Helpful to Mortgage Investment 


No other problem which the nation- 
wide character of mortgage lending 
created is more important than that 
of “doing business’—what constitutes 
doing business, and how can investors 
avoid the burdensome hazards and 
responsibilities which often accrue to 
lender operating 


a mortgage across 


[he “doing business” concept is 
not a unitary one but varies depend- 
the under 


is used. What may be “do- 


ing upon circumstances 


which it 


ing business” for qualification, for 
service of process or for taxation 
purposes is often different. These 


remarks are restricted to problems 
arising from local statutes which re- 
quire the licensing or qualification of 
foreign corporations “doing business” 
in the jurisdictions in which such 
statutes have been enacted. 

Unlike an individual, a corporation 
has no inherent right to engage in 
activities in a jurisdiction other than 
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state lines? Mr. Devine gives a ten- 
point program for mortgage investors 
doing an out of state business to 
follow to avoid the risks they must 
avoid. The most desirable solution 
to this problem, he adds, would be the 
enactment by every state of a statute 
similar to the one in Tennessee. 


By J. Dudley Devine 


the one in which it was created. Ex- 
cept for the limited right arising under 
the interstate commerce clause of the 
Federal Constitution, a foreign corpo- 
ration engaged in interstate mortgage 
investment activities must seek per- 
mission of the state in which it intends 
to carry on its operations. If the non- 
resident corporate lender fails to se- 
cure such permission but proceeds 
anyway the penalties imposed may be 
drastic. Severe money penalties may 
be exacted and access to local courts 
to enforce or foreclose the mortgage 
may be denied. 

The specific activities which con- 


question of usury which has taken on 
a fresh meaning with the recent rise 
in interest rates. Investment powers 


of out-of-state mortgage investors 
from different states and different 
types of organizations within the 


same state raise another problem. 
Another problem relates to the laws 
and regulations affecting FHA in- 
surance and VA guaranties of mort- 
gage investments. All these matters 
are constantly changing, and an in- 
vestor must keep himself continu- 
ously informed in order to prevent 
an out-of-state investment portfolio 
from becoming an ‘out of date’ in- 
vestment portfolio.” 


stitute the “doing business” vary from 
state to state. They may or may not, 
in any particular state include the 
buying and selling, suing or defending 
a suit, maintaining agents, lending and 
borrowing, transferring securities, 
opening bank accounts, owning or 
leasing real property, participating in 
joint ventures or making a contract 
of any nature. The use of local courts 
to conduct foreclosure proceedings 
may even be included. 

On the other hand any one of these 
activities may not, under local law, 
be deemed to be “doing business.” 

Some 40 states have enacted statutes 
providing that unlicensed foreign cor- 
porations which enter into contracts 
locally while doing business are barred 
from maintaining suits on those con- 
tracts. In some of these states, such 
as Alabama, South Dakota and Utah, 
subsequent qualification will not rem- 
edy the denial of access to the courts. 
Even in many states where such a 
corporation can cure the defect by 
subsequent qualification, the courts 
may impose heavy fines, as, for ex- 
ample, in Ohio, Louisiana and Texas. 
In states such as Kansas, Kentucky 
and Tennessee where “doing business” 
without proper qualification does not 
result in the disability to use the 





courts, a monetary penalty may be 
exacted. In jurisdictions like Arkansas, 
Illinois and Nebraska foreign banks 
are not permitted to qualify at all. 

Not only must the out-of-state in- 
vestor be wary of its own out-of-state 
activities but it must avoid the exer- 
cise of that degree of control over its 
local servicing representative which 
would constitute him as an agent 
rather than an independent contrac- 
tor. If such a situation exists, the 
foreign corporation is brought into the 
state for “doing business” purposes as 
surely as if it entered itself. 

Recourse to the federal courts does 
not present an escape from “doing 
business” penalties. The United States 
Supreme Court has held that the di- 
versity of citizenship route will not 
permit the use of federal courts by a 
foreign corporation which has been 
denied the use of local courts because 
of the illegal conduct of business. 

Within the “doing business” con- 
text the out-of-state corporate lender 
will be concerned with three general 
areas of activity. These are direct 
lending, the purchase of locally- 
originated loans and the collection 
and servicing procedures used in con- 
nection with both of these types of 
investments. 

Direct out-of-state lending, as well 
as direct out-of-state servicing, should 
generally be avoided as constituting 
the doing of business. While a state 
may wish to bring in outside money 
for the purpose of purchasing locally- 
originated loans, it may well wish to 
reserve the origination and servicing 
functions to domestic organizations. 

With respect to the secondary pur- 
chase of locally-originated loans and 
the employment of local servicing or- 
ganizations, many states have acted 
to circumvent “doing business” penal- 
ties and thus encourage the interstate 
mortgage investment funds 
either through administrative rulings 
or by the adoption of favorable legis- 
lation. In states such as Ohio and 
Rhode Island, local authorities pursu- 
ant to informal ruling or otherwise 
are not applying restrictive regulations 
against “doing business” with respect 
to the out-of-state mortgage investor. 


flow of 


In some jurisdictions such as Ari- 
zona, New Mexico and South Caro- 
lina, a simplified and inexpensive 
form of qualification is available to 
the out-of-state mortgage investor 


which restricts its activities to those 
permitted by local statute. To achieve 
this limited qualification a foreign 
corporation generally need do nothing 
more than file a certificate appointing 
the Secretary of State or someone else 
as its agent for service of process and 
a certified copy of its charter or arti- 
cles of incorporation. The filing of 
reports with local taxing authorities 
is sometimes required and a nominal 
filing fee must be paid. 

A number of states such as Kansas, 
Oklahoma and Tennessee have adopted 
broad types of statutes which absolve 
a foreign corporation engaged in local 
mortgage investment activities from 
having to qualify. 

Statutes similar to the Tennessee 
law are the most favorable from the 
out-of-state lender’s point of view. 
The Tennessee statute explicitly au- 
thorizes, without qualification, the 
acquisition of mortgage loans or par- 
ticipations or interests therein, all of 
the usual activities incidental to the 
acquisition and holding of such loans, 
the servicing of same through local 
contractors, and the taking of title to 
real property through foreclosure and 
otherwise, and the maintenance and 
operation of the property thereafter. 

Even in the most. favorable states, 
however, dangers exist such as, for 
example, the failure to limit invest- 
ment activities as prescribed by statute 
or the failure of local courts to pass 
on the constitutionality of a favorable 
statute. Thus, it is recommended that 
the out-of-state corporate investor fol- 
low certain rules in conducting any 
mortgage investment program. The 
following procedures should be care- 
fully observed in order to insulate the 
transaction from “doing business” 
risks. 





MULTIPLE LINE 






HOME OFFICE 


DUSTON FIRE ano CASUALTY INSURANCE CO. 


> Do not maintain offices, employees 
or agents in a local state. 
> Specify in servicing agreements that 
the servicer is an independent con- 
tractor. Avoid relationships with orig- 
inators, servicers, mortgage companies 
or the like which might support a 
finding that they are acting in an 
agency capacity. Be careful in dealing 
through brokers in the local state, as 
such have been held to be agents. 
> Ascertain that the mortgage orig- 
inator has not conditioned the making 
of the original loan on obtaining a 
commitment from the out-of-state in- 
vestor. 
» Do not conduct initial negotiations, 
consummate agreements or execute 
contracts in a local state. 
> All contracts or commitments should 
by their terms be governed by the 
law of the foreign lender’s state of 
domicile. 
> Strictly limit site and information 
inspections. 
>» Make certain that originating mort- 
gagees and all intervening parties are 
either domiciled or fully qualified to 
do business in the local state. 
» To the extent possible, all mortgage 
documents should be retained in the 
actual possession of the out-of-state 
investor. 
> All payments for purchases of loans 
and other disbursements should be 
made in the state in which the foreign 
investor is domiciled. 
» Dispose of all property acquired in 
foreclosure as promptly as possible 
and avoid operation of properties held 
following foreclosures unless local law 
permits foreign corporations to own 
and operate real estate without re- 
striction. 

(Continued on page 24, column 3) 
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Investors Have to Watch Thezr 
Taxes in Mortgage Investment 


The proble m of taxes and how to 
pay them—and / or, how to avoid them 
is not peculiar to mortgage lending 
or any specific field of business and 
But there are some tax prob- 
lending which are 


finance 
lems in 
assuming an important and heretofore 
little Recently the Su- 
preme Court sustained a tax on net 
income of two corporations engaged 


mortgage 


k nown role 


exclusively in interstate commerce 
where the levy was not discriminatory, 
was apportioned and the local actiwvi- 
ties constituted a sufficient minimum 
contact to support the tax. Thirty 
states have similar laws and says Mr. 
Drape Yr, we 


can no longer be 


Che ever expanding and developing 
field of 
from 


local taxation of income de- 


interstate commerce 
the 


investor, a more continuing problem 


rived pre- 


sents, to out-ol-state mortgage 


than qualification. Obviously, if a 


mortgage investor must pay local in- 


franchise taxes on its mort- 


mortgage 


come ol 


gave investment income, 
investments in the state involved be- 
come non-competitive and the investor 
would suffer substantial losses in the 
value of its existing portfolios if a 
state levied such a tax. 
Chere are a number of developing 
trends in this field that conflict, first, 
the larger picture of taxation of inter- 
Recent Su- 


high- 


state activities generally. 


preme Court decisions have 
lighted the trend of affording wide 
scope to state taxes. In two of these 
the Court sustained a tax on net in- 
two engaged 


come ol corporations 


exclusively in interstate commerce 
where the levy was not discriminatory, 
was apportioned and the local activi- 
sufficient 


to support the 


ties constituted a “nexus” 
or minimum contact 
tax. 

In the thirty states that have taxes 
susceptible to this treatment we can 
no longer, as a constitutional matter 
the 


cept, be certain that interest on mort- 


undet interstate commerce con- 


gage investments [trom out-of-state 
sources may not be subject to income 
taxes which would make net vields 
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that interest on in- 
from out-of-state 
subject to income taxes 
net yields non- 
competitive.” In many states, it may 
many mortgage lenders to 
know, there ts certain tax legislation 
on the books which could react ver) 
adversely to mortgage lending. These 


mortgage 
sources 


certain 
vestments 
may not be 

which would 


make 


sur prise 


are the states which don’t have all the 
mortgage funds they need—but the 
threat is there. Mr. Draper says, as 


Mr. Devine emphasized, that servicing 
avreements should always be drafted 
to make the servicer an independent 
contractor—the tax angle ts all im- 


portant here 
By Daniel C. Draper 


non-competitive. The trend evidenced 
in recent decisions suggests that the 
Supreme Court might even hold the 
act of investment itself a “nexus” for 
taxing income even though qualifica- 
tion was not required. 

Che scope and impact of the cases 
referred to on interstate business gen- 
erally has produced federal legislative 
counter-action and the last Congress, 
by statute, banned state income taxes 
on transactions where only orders were 
the This statute 
have no interstate 


solicited in state. 


would effect on 
purchases because it is 
“solicitation of orders 

for tangible personal prop- 
erty” [emphasis supplied]. Commerce 
Clearing House, Inc. in their Corpo- 
ration Guide, dated September 3, 
1959, entitled “‘Interstate Income 


mortgage 
limited to 


sales of 


Law” indicates that Congress regards 
this legislation as temporary and has 
“provided for a thorough study by 
the House Judiciary Committee and 
Senate Finance Committee, to be fol- 
lowed by proposals for permanent 
legislation by July 1, 1962.” 

The Committees might recommend 
legislation which will give interstate 
mortgage operations substantial im- 
munity from local taxes if bar asso- 
ciations, builders, mortgage investors, 
originators, and the FHA 
and VA would support such legisla- 
tion. It would clearly be in their 
self-interest to back a proposal barring 


servicers, 


state taxation of mortgage income in 
interstate commerce. The legislation, 
however, would have to be carefully 
drafted to achieve this result. 

Statutes and rulings exempting 
mortgage interest from local taxation, 
which are based ultimately on the 
self-interest of the states themselves, 
reflect another counter-trend to the 
recent Supreme Court decisions. Si- 
multaneously with the increasing scope 
of state taxation, and perhaps partly 
as a result of it, in order to encourage 
mortgage investments, states like Ten- 
nessee and Nevada along with their 
broad qualification statutes have en- 
acted provisions which exempt mort- 
gage interest from local taxation. Re- 
cently, however, a “doing business” 
statute which incorporated such a 
was disapproved by the 
California Franchise Tax Board. In 
Arizona, California, Colorado, Indi- 
ana, lowa, Michigan, Missouri, New 
Mexico, Ohio, Pennsylvania, Rhode 
Island, South Carolina, Texas, Utah, 
Virginia and West Virginia, local 
taxes might apply to a foreign lender 
pursuant to informal ruling or 
otherwise, local tax authorities are 
not presently collecting taxes. 


provision 


but 


Aside from the possibly temporary 
effects of current “tight” money poli- 
cies, most of these states do not gen- 
erate sufficient mortgage funds to 
finance current housing growth, and, 
therefore, despite the theoretical pos- 
sibility that local tax authorities 
might change these rulings, their own 
self-interest indicates that it is un- 
likely that they would do so. Even 
assuming local authorities changed 
these rulings, for both legal and prac- 
tical reasons, the chances that they 
would do so retroactively are not 


great. In the event that a local tax 
ruling was changed only prospec- 
tively—again unlikely in my judg- 
ment—-the investor could always sell 


its portfolio to other investors already 
paying taxes in the state. 

The two cases to which I referred 
earlier require a “nexus” (minimum 
contact) to support the local tax. 
activities attributed to the 
investing bank on an agency theory 
represent the “chief contact” and 
candidate for a “nexus” in the out-of- 
state mortgage investment field. This 
“nexus” really amounts to what courts 
formerly called “doing business” under 
name and in an attenuated 


Servicing 


anothe1 








form. For this reason, and for rea- 
sons mentioned by Mr. Devine, serv- 
icing agreements should always be 
drafted so as to make the servicer 
an independent contractor. If a state 
should claim a tax, from the legal 
point of view, the investor should 
always be in a position to fall back 
on the independent contractor status 
of its local and, on this 
basis, be in a position to deny that 
it had sufficient contact within the 


servicers 


state to justify local taxation under 
either the local statute or state or 
federal due process clauses, or a com- 
bination of them. Under these cir- 
cumstances, and based on local coun- 
sel’s advice as to the practical and 
legal factors in the particular state 
involved, many investors have come 
to the conclusion that they can pru- 
dently rely on administrative inter- 
pretations and rulings as to local tax 
laws. 


se 


Mr. Redfield concludes that... 


In the field of “doing business” 
the remedy appears to be the wide- 
spread adoption of state legislation 
removing secondary mortgage invest- 
ment activities from the field of “do- 
ing business,” or, as a perhaps less 
satisfactory alternative, legislation pro- 
viding for a limited qualification by 
out-of-state mortgage investing cor- 
porations, which would authorize them 
to perform all necessary activities. 

In the field of taxation, local stat- 
utes exempting mortgage interest from 
local taxation are the best remedy 
for this problem of the out-of-state 
mortgage investor, but the possibility 
of federal legislation to give interstate 
mortgage operations substantial im- 
munity from local taxation should 
not be overlooked, should the 
obtaining of favorable rulings by local 
tax authorities. 

In the foreclosure field, because of 
the traditional control by a state over 


nor 


laws affecting its real property, local 
legislation appears to offer more hope 
than federal foreclosure legislation, 
and it would be gratifying to the out- 
of-state mortgage investor to see a 
movement among the states to enact 
the Model Power of Sale Mortgage 
Foreclosure Act, with a helping hand 
from the federal government to take 
care of the federal tax lien situation. 

As one can see from the foregoing 
observations, the present state of the 
law is most unsatisfactory, both from 
the point of view of the out-of-state 
investor and the local mortgage orig- 
inator. Mortgage organizations should 
seize every opportunity to press for 
solutions to these problems. Only 
through such solutions will the flow 
of mortgage money across state boun- 
daries be facilitated, to the end that 
the housing needs of all segments of 
our population may be adequately 
met. 


Needed As Much As Ever: 
Modern Laws of Mortgage Foreclosure 


Nearly a quarter century ago there 
was drafted a model foreclosure act. 
During the years since that time there 
have been all sorts of agitation and 
movements to get it on the books of 
various states. So far not one has 
acted. True, a great deal has been 
done in many states (in Wisconsin, as 
noted here), but unfavorable fore- 


Real estate law, more than most 
law, is subject to local variations and 
peculiarities because of the immov- 


closure statutes, necessitating great 
time and expense, remain a barrier 
to the free flow of mortgage funds 
across state lines. Mr. Tomkins re- 
views the current status of foreclosure 
legislation, citing the states that are 
not favorable for investors and those 
which are. 


By Floyd W. Tomkins, Jr. 


able nature of its subject matter. 
Nothing shows this more clearly than 
the diversity of state laws on fore- 


closure of real estate mortgages. Since 
the difference in these laws can mean 
a difference in time and expense in 
realizing upon the security, they must 
be taken into account, by the out-of- 
state mortgage investor, for their pos- 
sible effect on the investment yield, 
especially if there should be a period 
of depression. 

There are two principal types of 
foreclosure, one by bringing an action 
in a court and the other by advertise- 
ment and sale without court action 
pursuant to a power of sale contained 
in the mortgage instrument. In gen- 
eral, the court foreclosure is more 
expensive and time consuming since 
it requires pleadings, often a hearing, 
a judgment and order of sale and 
other incidents of litigation. Aside 
from attorney’s fees, there are varying 
court costs, referee’s fees, sheriff's fees, 
trustee’s fees and so on, depending 
upon the jurisdiction. The power of 
sale type of foreclosure, of course, also 
has its own assortment of advertising 
costs and fees of the trustee or official 
corfducting the sale. In some states, 
where the trustee under a deed of 
trust is entitled to a statutory fee for 
foreclosure sale, the investor can save 
money by appointing a trustee who 
will accept an agreed compensation. 

High costs can be somewhat offset 
by favorable local laws allowing costs 
and fees, or most of them, to be re- 
covered out of the proceeds of the 
foreclosure sale. Such laws are valu- 
able so long as the market holds up 
enough to bring the investor out 
whole. A few states, like Ohio and 
Kansas, limit the lender’s right to 
recover foreclosure costs to an unusual 
extent. This tends to make these 
states less attractive to the investor 
despite the fact that foreclosure ex- 
penses are comparatively low. Other 
states, such as Delaware, have high 


costs but unusually favorable cost 
recovery statutes. 
Where the conventional mortgage 


lender must absorb all foreclosure 
costs, the FHA and VA programs 
permit reimbursement for costs other 
than attorney’s fees in connection with 
the claim for payment of the insurance 
or guaranty. Such reimbursement by 
FHA insurance is limited to two-thirds 
of the cost or $75, whichever is 
greater. In addition, the VA guar- 
anty permits limited reimbursement 
for attorney's fees, but it is well 
known that the permitted amounts 
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often fall considerably short of the 
fees actually incurred. 

Excluding the states which have 
favorable cost recovery statutes, the 


high cost of foreclosure or the limited 
right to recover costs makes mortgage 
investments noncompetitive in these 
states: Illinois, Indiana, Kansas, Ohio, 
Oregon, Washington and New York. 


Right of redemption is major 
stumbling block in many states 


From the point of view of time 
required for a foreclosure, even worse 


than delays resulting from judicial 
foreclosures, are the rights of redemp- 
tion found in many states. These 


laws are usually found in farm states 
and were passed to protect farmers 
whose crops when sold might enable 
them to reinstate the mortgage. Un- 
fortunately, however, the right of re- 
demption laws, in those states which 
have them, apply equally to non-farm 
mortgages, and it can be as long as 
eighteen months foreclosure 
sale until the title to the property is 
finally confirmed to the purchaser. 


after a 


Here again the VA lender has an 
advantage since the VA will accept 
title to foreclosed properties which 
are still subject to rights of redemp- 
tion. FHA, except in unusual cases 
where the redemption right presents 
no substantial risk, accept 
until rights 
have expired, and of course, the con- 
ventional lender market fo 
such foreclosed properties until the 
| redemption have expired. 


will not 


properties redemption 


has no 


rights of 

We have found the following states 
to be unsatisfactory from the point 
of view of our investor clients with 
respect to lengthy periods of redemp- 
Arkansas, Colorado, Connecti- 
cut, lowa, Kentucky, Maine, Michi- 
gan, Minnesota, Missouri, New 
Utah and Wisconsin. Ne- 
braska and Oklahoma, although not 
requiring an excessive redemption 
period, produce the same adverse ef- 
fect through laws requiring a non- 
competitive time for foreclosure. In 
addition, the states mentioned earlier 
as having high costs are also non- 
competitive in so far as the period 
of foreclosure or redemption is con- 
cerned, except New York and Ohio. 


tion: 


Mexico, 


Many factors besides those already 
mentioned affect the time and cost 
of foreclosure. When the mortgaged 
property is subject to a Federal tax 
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lien it may be to forego 
the advantage of the relatively cheap 
power of sale foreclosure, since the 
courts have held that only a judicial 
foreclosure of a superior mortgage is 
effective to cut off Federal tax liens. 
The alternative is to negotiate with 
the Internal Revenue representatives 
to attempt to obtain a waiver of the 
tax liens for a nominal consideration. 

Local taxes also give rise to prob- 
lems allied to foreclosure in that they 
involve liquidation of the security. 
Local land taxes are always ahead of 
the mortgage liens and if not paid 
may result in a sale by the governing 
or taxing authorities. In a so called 
“in rem” proceeding to enforce taxes 
such a sale can convey title free of 
the mortgage, usually with various 
safeguards permitting the mortgagee 
or former owner to redeem upon pay- 
ment of taxes and penalties within a 
An owner who lets his 


necessary 


limited time. 
taxes get to that point is usually in 
default of his mortgage anyway, but 
the investor cannot presume that all 
is well in the absence of a default; 
it must make sure that it has notice 
of any such sale so that it can bid to 
protect its mortgage interest if nec- 
essary or at least redeem before it is 
late. In affording this type of 
protection, the local mortgage banker 
servicing for the out-of-state investor 
is invaluable. 


too 


Model Act was a good start 
that never got to first base 

Another factor arises from peculiar 
statutes in some states, such as Ohio, 
permitting a sale of real property free 
of any mortgage which is in default in 
certain judicial proceedings, such as 
land sale proceedings and partition 
actions. Here also the mortgage in- 
vestor must be prepared to bid to 
protect its interest. Some states, like 
Louisiana, allow certain charges in 
favor of representatives of a deceased 
mortgagor and others to be paid out 
of the proceeds of the foreclosure 
sale prior to application to the mort- 
gage indebtedness. In these cases, if 
a sale is pending, the out-of-state 
investor must be prepared to put up 
cash to cover such items, since the 
mortgage debt cannot be credited for 
this purpose. There are also numerous 
legal problems relating to the com- 
mencement of foreclosure and later 
reinstatement of mortgage loans in 
various jurisdictions. Finally, under 


some circumstances, foreclosure may 
be avoided altogether by acceptance 
of a deed in lieu of foreclosure from 
a cooperating mortgagor with the 
prior consent of the insuring or guar- 
anteeing governmental agency. 

Attempts at obtaining uniformity in 
the field of foreclosure have been not- 
ably unsuccessful. The Commissioners 
on Uniform State Laws as early as 
1938 drafted a “Model Power of Sale 
Mortgage Foreclosure Act,” which 
has not yet been adopted by any 
state. There have been more hopeful 
signs since the advent of the national 
market in FHA insured and VA guar- 
anteed mortgages. During this period 
many states have enacted piecemeal 
reforms in their foreclosure laws, per- 
haps because local builders and mort- 
gage bankers have begun to realize 
that unfavorable foreclosure laws can 
affect their competitive position in 
seeking out-of-state capital. We still 
have a long way to go before many 
state foreclosure statutes can be con- 
sidered satisfactory for the mortgage 
investor from the point of view of 
time and expense. 

It is not uncommon for a Texas 
foreclosure to cost $50 and be com- 
pleted in about a month and for an 
Illinois foreclosure to cost $800 and 
to take well over a year including 
redemption. Price and time disad- 
vantages, together with pitfalls such 
as I have described, to the extent they 
may occur in any jurisdiction, place 
such jurisdiction in an unfavorable 
competitive position in securing out- 
of-state capital. The remedy lies in 
the awareness of local real estate in- 
terest of this fact so that remedial 
laws may be enacted. 


“DOING BUSINESS” 


(Continued from page 21) 


The most desirable solution to the 
“doing business” problems would be 
the enactment in all states of broad 
statutes patterned after that presently 
in effect in Tennessee. Mortgage bank- 
ing should take the lead in working 
for the passage of this legislation. 
Until such time as more favorable and 
more uniform laws are adopted, how- 
ever, the observance of the procedures 
enumerated will go a long way in 
protecting interstate mortgage invest- 
ment activities from the “doing busi- 
ness” risks. 


Getting Federal Law of Mortgage 
Foreclosure Deserves Our Study 


Mortgage lending may well have 
come a long way in the past quarter 
century but one of its greatest prob- 
lems before the evolution began—out- 
moded laws which shackle mortgage 
financing—is still with us and it is 
just about the same problem it was 
25 years ago. 

Are present laws and regulations 
pertaining to mortgage financing real- 
istic? 

The question was put to ABA’s 
savings and mortgage conference. Are 
they? The conference came to no 
official conclusion but from what was 
said it was unmistakably clear that 
just about everywhere outmoded laws, 
in some way, hinder mortgage financ- 


HE inflationary trend that has 

led to continually increasing legal 
costs and the effects of tight money 
have magnified the adverse effect of 
costly and time-consuming foreclosure 
laws. Investors will undoubtedly differ 
on what constitutes an acceptable 
minimum cost of foreclosure. To some 
extent, the minimum standard de- 
pends on the degree to which a holder 
of a mortgage can recover foreclosure 
expenses from a borrower. 


In some cases, a change in the pro- 
cedure for advertising a foreclosure 
sale or other detailed requirements 
would result in lowered costs. In 1938 
the commissioners on uniform state 
laws drafted a Model Power of Sale 
Mortgage Foreclosure Act, which has 
not yet been adopted by any state. In 
general, however, the Model Act, 
which is supplementary to existing 
foreclosure procedures, provides for a 
nonjudicial sale of the property and 
does not require personal service. It 
would greatly reduce costs in high- 
foreclosure-cost states such as Illinois 
and New York. The recent decision 
of the United States Supreme Court 
in Nelson vs. City of New York, and 
earlier decisions in connection with 
the Bankruptcy Act and common trust 
funds, as well as cases under the 
power-of-sale provisions used in fore- 
closure statutes in many states, indi- 
cate, in my opinion, that the Model 


ing to a great and unmeasurable 
degree. 

That isn’t news to mortgage bankers 
who have long recognized that cutting 
through a maze of out-of-date laws 
which affect the free flow of mortgage 
funds is one of the prime problems of 
the industry. But they have also rec- 
ognized that securing the remedies is 
no easy task. Getting a good fore- 
closure law in every state where it 
is needed has been recognized as a 
really big job—to some, so formidable 
that it almost seems impossible of 
achievement. 

How about federal foreclosure legis- 
lation? Mr. Redfield thinks it is worthy 
of continued investigation. Speaking 
at the ABA meeting, he said: 


Act’s notice provisions meet constitu- 
tional requirements. In addition, a 
leading title company* has indicated 
that, subject to its usual requirements, 
it is, in principle, prepared to insure 
title derived through foreclosure con- 
ducted under the model act. 

One widely adopted theory defends 
rights of redemption on the ground 
that farmers should not lose their land 
because a single crop fails. The Model 
Act, which suggests a nine-month 
period for redemption, leaves the time 
ultimately to be decided by each state. 
Since the chief reason for the nine- 
month period is to protect farmers, it 
should be applicable by statute only 
to land used primarily for agricultural 
purposes. In the case of commercial 
and residential properties, therefore, 
a period of redemption not to exceed 
60 days would improve the competi- 
tive position of most states having 
substantial redemption periods. 

There is a basic alternative ap- 
proach to the problem of burdensome 
foreclosure laws other than the state- 
by-state adoption of supplementary 
foreclosure legislation. This alterna- 
tive involves the exercise by Congress 
of its powers under the Commerce 
Clause of the Federal Constitution 
by the enactment of a federal fore- 
closure law covering mortgages bought 


*Lawyers Title Insurance Corporation 


and sold in interstate commerce. Al- 
though Congress has not previously 
exercised its power in this respect and 
thus the courts have not had an op- 
portunity to consider the question, a 
respectable case can be made that the 
Commerce Clause forms a sufficient 
legal basis for such legislation. 

Despite some doubt as to the consti- 
tutionality of proposed federal fore- 
closure legislation, such an approach 
involves certain practical difficulties. 
Although the contemplated federal 
legislation would provide for fore- 
closure outside the courts, a federal 
statute would necessarily involve the 
imposing of an additional burden of 
contested foreclosure cases on already 
crowded federal court calendars. Fi- 
nally, a federal foreclosure remedy 
would, to some degree, involve differ- 
ent treatment for interstate and intra- 
state commerce to the possible dis- 
advantage of the latter, resulting in 
a substantial question of policy. Such 
a consequence might, on the other 
hand, provide a lever by which intra- 
state lenders would secure equally 
favorable foreclosure legislation for 
themselves. 

In any event, the possibility of fed- 
eral foreclosure legislation certainly 
deserves continued and serious con- 
sideration. 

>» QUESTION OF USURY: Re- 
cent increases in maximum interest 
rates on FHA and VA loans and the 
continuing tight money policy of the 
government continue to highlight the 
question of what fees and charges 
paid by a borrower to a lender might 
be deemed to be interest for the 
purposes of determining whether a 
particular loan transaction is affected 
by the laws relating to usury. 

The chief usury problems arise in 
the 12 states having a 6 per cent 
maximum legal interest rate and, in 
the case of FHA’s and VA’s, in those 
of the 12 states in which the local 
courts have not approved the prora- 
tion doctrine. Under this doctrine, in 
determining whether usury exists, the 
courts permit proration of charges 
collected at the loan closing over the 
term of the mortgage. 

One solution to the usury problem 
as to FHA’s and VA’s, therefore, 
would be to secure through the use 
of the declaratory judgment procedure 
a definitive ruling from the highest 
state court to the effect that the pro- 
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ration doctrine would apply in the 
state involved. This solution might be 
somewhat costly, but in Tennessee the 
state’s mortgage bankers association 
as a whole has intervened as amicus 
curiae in a declaratory judgment suit 
involving the legality of the FHA 
monthly insurance premium. For ob- 
vious reasons, the proration doctrine 
would not dispose of the problem 
created where the borrowe1 pays a 
Y of | per cent annually recurring 
service charge under Section 203(i 
of the National Housing Act in addi- 
tion to the 534 per cent interest rate.* 


Siate fu ill hat éto reap praise lau § 
governing max:mum imlerest rates 


In the absence of a declaratory 


judgment approving the proration 
doctrine, a statute could solve the 
problem at least as to mortgages made 
after the date of its enactment. In 
Kentucky, for example, the legislature 
is considering an increase in the maxi- 
mum legal rate of interest from 6 to 
8 per cent. This increase would re- 
solve most usury problems under cur- 
rent money market conditions. An 
increase in the maximum interest rate, 
however, involves political considera- 
tions 

Virginia House Bill No. 81, which 
has passed both houses, represents a 
more politically palatable solution. 
This Bill provides that no person may 
claim usury on the basis of charges 
made in connection with loans insured 
under the National Housing Act, as 
amended, or guaranteed by the Vet- 
erans Administration. A similar bill 
is pending before the Delaware legis- 
lature. 

The ideal solution would, of course, 
be a combination of the foregoing; 
namely, a declaratory judgment ap- 
proving the proration doctrine which 
already 


*s and 


would take care of loans 

outstanding except for 203(i) 
a statute like that passed in Virginia 
which exempts FHA’s and VA’s from 
usury limitations. Unlike the declara- 
tory judgment, the statute could prob- 
ably operate only prospectively. It 
would, however, to this extent, exempt 
from usury limitations 203(i)’s which, 
as we have seen, do not benefit from 
the operation of the proration doc- 


trine. 


*Reference is to the Maryland ruling 
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Loan-to-V alue Not All Important 


['wenty-four states place no stat- 
utory limitations on the loan to 
value ratio, 6 limit it to 60 per 
cent, 11 authorize loans up to 6634 
per cent of the appraised value, 
and the remaining 9 states author- 
ize various combinations ranging to 
high points of 70 per cent to 85 
per cent of the appraised value. 

Federal savings and loan asso- 
ciations may loan up to 90 per 
cent of the appraised value of a 
home already built to be occupied 
by the borrower, with full amorti- 
zation over 25 years. 

State-chartered savings and loan 
associations in 23 states are not 
subject to any statutory restrictions 
on the loan to value ratio. 

Mutual 
states where they are important 


savings banks in the 
banking factors are governed by 
statutory loan to value ratios from 
60 per cent to 90 per cent. 

These various loan to value lim- 
itations apply of course, to con- 
ventional mortgage loans. It is 
believed that all jurisdictions ex- 
empt loans guaranteed or insured 
by the Federal Housing Adminis- 
tration or the Veterans Administra- 
tion from loan to appraised value 
limitations, 

Is it desirable and realistic for 
competing financial institutions to 
operate under differing limitations 
governing loan to value ratios? 
Largely because of unfair competi- 
tive situations which arise, I think 
it is undesirable and unrealistic for 
identical types of financial institu- 
tions to have differing statutory 
loan to value ratios governing the 
granting of conventional mortgage 
loans. 

Depending on the circumstances 
surrounding a specific loan, I 
strongly favor an initial equity of 
not less than 25 per cent, and 


preferably 3314 per cent, in amor- 


tized conventional mortgage loans 
on residential properties acquired 
by commercial banks. However, 
from the standpoint of progressive 
and sound lending, it is my belief 
that provisions for the complete 
liquidation of the loan consistent 
with the borrower’s ability to pay, 
usually by monthly payments cov- 
ering all charges including taxes 
and insurance, and the capacity of 
the lender to take prompt action 
if delinquency occurs, are of far 
greater importance than the exact 
loan to value ratio required at the 
inception of the conventional loan. 

Apart from competitive consider- 
ations between identical types of 
financial institutions, it is mot my 
view that differing loan to value 
ratio requirements have been an 
adverse factor of any consequence 
in the conventional mortgage loan 
field. The volume and dollar 
amount of such loans have been 
large. Generally speaking, the sup- 
ply has been adequately absorbed. 
The savings and loan associations, 
federal and state, acquired the 
major share at authorized loan to 
value ratios up to a maximum of 
90 per cent. Banks of deposit, both 
commercial and mutual savings, 
and insurance companies have also 
been active in the conventional 
mortgage loan field, but predomi- 
nantly on the basis of far more 
substantial loan to value ratios. 
Between the several types of lend- 
ers, the conventional mortgage de- 
mands have been met and, no 
doubt, will continue to be met. The 
scale of required loan to value 
ratios among the various lenders 
seems adequately broad to meet 


every reasonable need. 


L. A. Jennings, 
Deputy Comptroller of 
the Currency 








Wisconsin Joins States Which 
Cut Their Redemption Pertods 


But progress is being made in fore- 
The recent 
Wisconsin where 
it’s always a battle 


legislation. most 
achievement was in 


after a long battle 


closure 


when something like this is under- 
taken—a new law was secured. 


ISCONSIN, one of those states 

which has long needed a mod- 
ern foreclosure law, now has one by 
action of its legislature. Instead of 
12 months as before, the redemption 
period has been cut to 6 months. 
Wisconsin was believed to be one of 
the six states with the most expensive 
foreclosure procedure and lenders as- 
sert it has taken an average of 17% 
months to complete a foreclosure, 
the average is far 
that. 


whereas national 


below 

The move which has resulted in the 
new law in Wisconsin has been the 
result of more than two and a haif 
years of intensive work. William W. 
Bunge, chairman of Mortgage Asso- 
ciates, Inc. of Milwaukee, was presi- 
dent of Wisconsin Mortgage Investors 
Association at the inception of the 
active campaign to get modern legis- 
lation passed and the group was 
joined by the Wisconsin Bankers Asso- 
ciation, the State Savings and Loan 
League, insurance companies and 
others. 

Under the old law a lender had to 
wait for the expiration of the 12 month 
period before he could advertise and 
sell the property, usually in a sheriff’s 
sale. 

The only recourses allowed him 
were the right to have a receiver ap- 
pointed during the 12 month redemp- 
tion period and the right to obtain 
a deficiency judgment if sale of the 
home did not cover the amount owed 
and the foreclosure costs. 

As amended, the law now cuts the 
redemption period in half if the lender 
and borrower agree to this when the 
mortgage is originated. 

In addition, the amended law spe- 
cifically limits the six month redemp- 
tion period to properties of “three 
acres or less.” 

In exchange for agreement on the 
six month redemption period, the 


lender must waive his right to place 
a delinquent property in receivership 
and his right to obtain a deficiency 
judgment. 


Some lenders predicted that a ma- 
jority of loans in the future would 
be made on condition that the home 
buyer agree to the six month redemp- 
tion period. 

This would be especially true where 
buyers were seeking low down pay- 
ment, long term loans such as FHA 
and VA mortgages. 


Much Accomplished So Far But 
Still Much More to Be Done 


Make haste slowly, was about the 
sum and substance of the advice Wal- 
ter S. Rosenberry, Jr., deputy HHFA 
administrator, had for the Conference. 
The same obstacles which have been 
plaguing the industry in the past are 
they ever 


almost as important as 


were despite some significant achteve- 


HANGES in mortgage lending, 
C thus far, have designed 
essentially to make loans better fitted 
to the needs of and to 
make their handling 
vestors. Despite the impressive prog- 
ress made to date, much more remains 
to be done—all of which could greatly 
improve the position which mortgage 
loans will occupy in the investment 


been 


borrowers, 


easier for in- 


market. 

Realistic laws pertaining to mort- 
gage finance is a matter of crucial 
importance, not only to lending insti- 
tutions and consumers, but to the 
building industry as a whole. Burden- 
some state laws relating to real estate 
mortgage and finance are in need of 
modification. A problem area in this 
regard is the matter of foreclosure 
laws which vary from state to state. 
In some states, there are extra-long 
property redemption periods; and in 
some states, the foreclosure procedures 
are complex, with consequent high 
Some states also have laws 


expenses. 
which define a mortgage lender as 
“doing business in the state,” even 


though the lender may only hold some 
mortgages on property in the state 
which are serviced by a local corre- 
spondent. The lack of uniformity of 
state laws dealing with these matters 
hampers the smoothness with which 
capital flows across state lines and, 
thus, furnishes indirect support for 
those seeking greater federal partici- 


ments here and there 


-outdated fore- 
laws, unrealistic redemption 
periods, the bothersome “doing busi- 
ness” In Mr. Rosenberry’s 
opinion, there is a lot of work to be 
done and the road ahead stretches far 


the 


closure 


barrie rs. 


into future. 


pation in the mortgage field. 
Traditionally, real estate law has 
been exclusively local in nature, since 
it is peculiarly sensitive to local needs. 
However, there is no doubt that the 
states can do much to improve the 
funds into home mortgages. 
that states act to re- 
the burdens that obstruct the 
flow of mortgage funds across state 
lines, many areas of the nation will 
then be able to successfully compete 
share of mortgage 


flow of 
To the extent 
move 


to secure a fair 
funds available. 

Foreclosing institutions generally 
have to bear expenses pending sale 
and the expiration of the period of 
redemption. This requirement nec- 
essarily involves delay and expense. 
Unless adverse state legislation is 
changed during a period of tight 
money, there could develop a further 
dearth of new mortgage investments 
in those states with unfavorable “do- 
ing business,” local tax and foreclosure 
legislation. The development of im- 
proved legislation covering “doing 
business” and foreclosure, which en- 
courages the free flow of capital to 
all states, is supported by all segments 
of the housing industry. 

Mortgages, because of their pre- 
payment schedules and anticipated 
prepayments, possess more liquidity 
than formerly was the case. This 
liquidity could be immeasurably en- 
hanced by improvement in the mar- 
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ketability of mortgage loans. Diversity 
of state laws relating to the investment 
authority of financing institutions ma- 
terially affects marketability. 

For example, the statutes of a few 
states provide that under certain con- 
ditions 80 per cent home mortgage 
loans may be made. The statutes in 
the other states have a statutory limit 
less than that, and in the majority of 
states the limit is 6624 per cent. A 
lending institution domiciled in an 
80 per cent state cannot sell a maxi- 
mum mortgage loan to a company 
domiciled in a 6624 per cent state, 
even though the mortgage was a legal 
investment when made. 

During recent years, there has been 
a willingness on the part of investors 
to make higher-ratio loans without 
FHA 


Past experience on insured and guar- 


insurance or VA _ guaranties. 


anteed mortgages has been sufficient 
to suggest the probability that the 
change pattern of mortgage loans af- 
fords a substantial basis for expecting 
a reasonably favorable experience with 
some types of loan somewhat in excess 
of 6625 of the appraised value with- 
out insurance. However, so long as 
there is a lack of uniformity, it is 
difficult to believe that much progress 
can be made in this direction. 

To be more acceptable to institu- 
tional lenders, mortgages must partake 
as fully as possible of the characteris- 
tics which give bonds and similar 
prime securities their appeal—simplic- 
ity of form, ease of sale, and standard 
and well established remedies. Mort- 
gages, of course, cannot be fitted into 
this class completely, but a great deal 
has been done and yet remains to be 
done to enhance their marketability, 
so to speak, in the general investment 
market. 

Obviously, the ideal solution would 
be a complete overhauling of the 
mortgage laws of every state and the 
universal enactment of a_ uniform 
Che breadth and scope of such 
an effort, however, renders it un- 


code. 


attainable within any reasonable time 
schedule. I believe we could, never- 
theless, make progress toward a mean- 
ingful solution. 

What should we achieve? In essence, 
we should seek to achieve a situation 
where in all states the law would 
permit the lender to make money 
available abundantly and at reason- 
able rates; where the borrower would 
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be protected in the enjoyment of his 
property; and where the lender would 
be relieved of unnecessary risk and 
expense connected with enforcement 
of his lien. 

It would not be in the public inter- 
est to encourage laws that summarily 
deprive a man of his home upon either 
a trivial or a serious default; nor, on 
the other hand, to encourage laws 
that beset a lender with burdensome 
technicalities and unreasonable delays 
in possessing and liquidating the 
pledged property. The latter, in a 
very real sense, tends to work against 
the borrower to the extent that the 
lender instinctively will shun those 
areas where foreclosure is long-drawn- 
out and expensive. 

The universal adoption of a single 
standard form of security instrument 
would, of course, be highly desirable. 
Sometimes redemption is made before 
sale; sometimes after. In some states 
there is no provision for redemption 
at all. Then, too, there are seemingly 
endless ramifications into the field of 
appraisement and receivership laws 
and deficiency judgments. Costs cor- 
respondingly run the gamut from 
nominal to substantial to excessive. 

It is hard to explain logically why 
all this is so. The answer, of course, 
is that we have 50 state sovereignties, 
each having its own individual views. 
Tradition and customs are powerful 
influences, and that is why this pat- 


tern of mortgage loans persists. How- 
ever, we can make progress only by 
simplifying and standardizing fore- 
closure practices to the fullest extent 
possible. Continued study and effort 
are warranted. 

The safety, liquidity, and favorable 
yield of a mortgage loan portfolio are 
now well recognized. Lack of market- 
ability, however, is a drawback which 
affects their popularity as a medium 
for investment. Could we not reason- 
ably look forward to the day when a 
seasoned FHA loan, and other loans 
with good payment records, would 
be just as marketable as a prime bond 
of the same amount? 

The next two decades will produce 

a great demand for housing—a de- 
mand that can be met successfully by 
private enterprise. It goes without 
saying that only private capital has 
the capacity to meet the continuing 
mortgage needs of the American peo- 
ple. 
BIG YEAR: A record breaking total 
of 132,054 manufactured homes were 
produced by an estimated 400 home 
manufacturing concerns in the United 
States in 1959. The 132,054 units 
produced last year represent a 20 per 
cent gain over the previous produc- 
tion high of 110,080 houses in 1958. 
Manufactured home production was 
12 per cent of all single family hous- 
ing started last year in the U. S. 








are invited to make inquiry. 


516 East Capitol St. 





Mississippi Mortgages 
offer many advantages! 


. . . Our business is originating and servicing FHA, VA and Con- 
ventional loans for Life Insurance Companies, Savings Banks and Pension 
Funds. Firms contemplating mortgage loan investments in Mississippi 


LOOK SOUTH ... for these advantages: 
1. Immediate or deferred delivery 
2. Availability throughout Mississippi 
3. Fast processing using IBM equipment 
34 years continued progress under same management. 
WRITE OR PHONE 


REID -McGEE & CO. 


J. W. Hardin, President 
Phone FL 5-7451 
“Our Growth a Reward For Service” 


Jackson, Mississippi 








Suggestions for FHA Changes 


From out of the multitude of sug- 
gestions and proposals, let’s examine 
some other things in the area of legts- 
lation affecting mortgage lending and 
see what these ideas are. H. A. Yoars, 
vice president in charge of the mort- 


>» Debenture System vs. Cash Pay- 
ment System: The debenture system of 
reimbursing mortgagees in the event of 
default under an FHA mortgage has 
been part of the law since 1934. It 
provides for the issuance of bonds for 
a term of years (usually 20) at an 
interest rate established at the time 
of the endorsement of the loan for 
insurance. These interest rates have 
had a spread of from 2% per cent to 
44% per cent over the past several 
years, the latter being the current 
debenture rate provided by FHA regu- 
lations. In most instances, the rate of 
interest is unattractive in comparison 
with other available investments. 
However, the probability of a mort- 
gage lender being able to convert the 
bonds to cash at par is remote, if 
not impossible. On the other hand, 
since the debenture is a callable secur- 
ity, it has been found that FHA has 
called debentures within a few years 
of issuance. Debentures may also be 
used by the mortgage lender in pay- 
ment of FHA mortgage insurance 
premiums, thus affording the bonds 
some liquidity. 

FHA feels that it would be a serious 
mistake to scrap the debenture system 
in favor of cash payment. It states 
the original reason for the debenture 
system was to afford the agency a 
means of riding through any extended 
recession period or a long period of 
depression. Through the issuance of 
debentures, the agency would be en- 
abled to defer any large cash outlays 
and give immediate aid to the housing 
industry and, at the same time, give 
the banks an investment (debenture 
bonds) which they might be very 
happy to have in such economic peri- 
ods. The agency feels that by such a 
system it is in a flexible position to 
adjust to depression conditions and to 
bolster the economy. 

While we can appreciate FHA’s 
position in this matter, it seems to me 
that this is a definite deterrent to 
lend under FHA programs of the 


gage loan and real estate department 
of The First National City Bank of 
New York, threw out several sugges- 
tions to see what might be the senti- 
ment regarding them. Two concerned 


FHA: 


project type, such as Sections 207, 
213, and 220 multifamily housing. In 
project mortgage lending under FHA 
we must contemplate the possibility of 
taking debentures in the amounts of 
from $1-million to many millions. 
Certainly it is not a happy prospect 
that we might be forced to hold in 
our investment portfolio a security 
yielding 4% per cent, particularly 
under current money market condi- 
tions; nor would we find it desirable 
to hold such a security for a period 
of possibly 20 years. Recognizing that 
historically the FHA has redeemed 
the debentures fairly readily, we can- 
not, however, rely on such action by 
FHA taking place prior to maturity 
of the bonds. It seems to me that 
some amendatory legislation would be 
desirable in this area to provide im- 
mediate cash payment in the project 
mortgage field or, as an alternative, a 
provision that the debentures issued 
be redeemable after a designated per- 
iod of time. 

» Limitation of 35 Per Cent of 
Earnings That May Be Used for Ex- 
penditure by FHA: For many years, 
FHA has been burdened by the lack 
of a flexible fiscal policy wherein it 
would be able to operate in periods 
of maximum and minimum work 
loads. The 35 per cent limitation 
exists in the law but has not, for 
some time, been recognized by the 
Congressional Appropriations Com- 
mittees. In fact, these committees have 
taken a firm stand against its use. The 
implication in the topic for discussion 
is that such limitation should be 
raised. The fact of the matter is that 
it is not recognized at all. Rather, 
FHA must go to Congress each year 
and secure an appropriation to oper- 
ate the agency for the ensuing year. 
The agency is particularly hamstrung 
when it is working under an appro- 
priation secured at a time when the 
work load is at a normal level and, 
through changes in the mortgage 
market or in the housing bill, a tre- 


mendous influx of applications comes 
about. It cannot engage additional 
people or farm out its work without 
securing special appropriations. 

As a result, much valuable time is 
lost awaiting FHA response to appli- 
cations to the consternation of build- 
ers, mortgagees, and the potential 
home owner. The FHA favors a fiscal 
policy wherein it would be able to 
handle its operations efficiently during 
periods of normalcy, extraordinary 
work load, and below normal work 
load. It is not likely that a particular 
percentage, 35 per cent or otherwise, 
would receive very much support by 
Congress in view of its past attitude. 
However, certainly some practical, 
flexible appropriation policy could be 
worked out wherein this agency could 
immediately have available the funds 
it needs during all cycles of activity 

-for example, the authorization of 
an additional appropriation keyed to 
the number of applications being 
processed, or the setting up of a re- 
serve fund for use at the discre- 
tion of the Commissioner when condi- 
tions or operations so warrant. 


Easy Lending Era 

In recent years the accent, in dis- 
cussing this area of mortgage lending, 
has been on further liberalization, 
higher loan-to-value ratios, etc. Joseph 
R. Jones, vice president of the Security 
First National Bank in Los Angeles, 
says, in effect, that we might well 
pause for a moment to examine some 
other aspects. 


T has also been contended by many 
that every liberalization of real 
estate loan terms in the past 20 years 
has acted to inflate the value of real 
estate. This is because it greatly in- 
creases the number of qualified buy- 
ers; and this automatically, through 
the law of supply and demand, will 
cause an increase of prices, Certainly 
in the past 20 years we have seen a 
tremendous liberalization in mortgage 
loan terms and have also seen price 
increases from 200 per cent to 300 
per cent in various areas. These price 
increases are not necessarily due en- 
tirely to the change in terms upon 
real estate loans, but it is believed 
by many economists that the liberali- 
zation of credit has contributed mate- 


(Continued on page 46) 
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NO GREATER PROBLEM 

(Continued from page 19) 
in the Congress on this issue, it 1s 
strangely reminiscent of the Populist 
program of the 1890s. It is not so 
much a criticism of Treasury debt 
management policies as it is a criti- 
cism of monetary policies as adminis- 
tered by the Federal Reserve. Much 
of that feeling in Congress arises from 
lack of understanding of what is ad- 
mittedly a complex subject. 

No one today is an outright advo- 
cate of printing press money. But 
there are many who unwittingly ad- 
vocate what is in the 
same thing. These people believe that 
the Federal Reserve System should 
return to the discredited and highly 


essence much 


inflationary practice of supporting the 
prices of Government bonds—to keep 
interest rates down—in the same way 
that was done during and immedi- 
ately after World War II. That policy 
properly “an 
engine of inflation” and was wisely 
discontinued following the Treasury- 
Federal Reserve Accord of 1951. 
Every dollar that the Federal Reserve 
adds to its portfolio is a high-powered 
dollar, providing the basis for a $6 
Such 
action would spawn the very inflation 
that 
through the ceiling 


was characterized as 


growth in the money supply. 


shoots interest rates 
Fear of inflation 


buying 


ultimately 


discourages investors from 
bonds; it encourages borrowers to seek 
credit. Thus, the demand for money 
rises and the supply is diminished. 
Interest rates go up. 

There is another group in the Con- 
gress who would deliberately increase 
the money supply to lower interest 
rates and then undertake to control 
the inflationary effect by the govern- 
ment reestablishing selective controls 
on the use of credit—a very difficult 
thing to administer, small in scope, 
and of doubtful efficacy in peacetime. 
Once embarked on controls, it is diffi- 
cult to stop short of a fully controlled 


economy. 


Time after time during the last 
few months leaders in the field of 
home financing—in mutual savings 


banks, commercial banks and savings 
and loan associations—have come to 
us with conclusive evidence that more 
harm is being done to the mortgage 
market today by large scale Treasury 
security offerings in the 1|-to 5-year 
area than by selling bonds of longe 
term. 

funds primarily 


Mortgage come 
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from savings and loan associations, 
from mutual savings banks, insurance 
companies, and from savings deposits 
in the commercial banks—in fact, 
more than two-thirds of the mortgage 
funds last year came from these 
sources. These institutions secure their 
money for the most part from indi- 


viduals as they save from current 
income. 
Individuals earn no more than 3 


per cent on their savings accounts in 
commercial banks, since that is the 
maximum permitted by Federal regu- 
lation. They earn about 342 per cent 
on the average on their accounts in 
mutual savings banks. They earn a 
littke more on savings and loan shares, 
but still probably less than 4 per cent 
on the national average, even with the 
recent increases. 

Therefore, when the ceiling forces 
the Treasury to crowd the short-term 
market and to pay as high as 5 per 
cent to sell a 4- to 5-year note, as it did 
in October, this interest rate on a gov- 
ernment security becomes a “magic” 
rate. It becomes front-page news and 
captures the buying interest of thou- 
sands of individuals who usually never 
think of such investments. Many such 
buyers are relatively unsophisticated 
investors who do not understand the 
characteristics of marketable securi- 
ties. In many instances, they would 
be better off to leave their funds with 
savings institutions or in savings bonds 
their available on 
predetermined terms. 

The important fact is that much of 
the to buy these high-yield 
marketable raised by 
drawing savings out of the banks and 
savings and loan associations. The 
net result is an injury to the mortgage 
market substantially greater than the 
actual withdrawal of savings, since 
those institutions hesitate to make fu- 
ture commitments to buy mortgages 
until they can further appraise this 
continuing drain. 

If, on the other hand, the Treasury 
had not been obliged to do all of its 
financing within the 5-year strait- 
jacket, some of the pressure could 
have been taken off the short-term 
market by doing a modest amount of 
cash borrowing and by refunding im- 
mediate maturities in the area beyond 
five years. This could have been done, 
I believe, at less than the rates we 
have had to pay on 1- to 5-year 
maturities, and the largely 
would not have been individuals who 


where money is 


money 
securities is 


buyers 


drew money out of savings institutions 
at the expense of the mortgage mar- 
ket. Rather, an important part of 
the issue would more likely have been 
placed with public and private pen- 
sion funds, foundations, and other 
types of long-term investors who are 
not major suppliers of funds to the 
mortgage market. 

Furthermore, if the ceiling were 
removed, the Treasury would have 
tried to accomplish most of its debt 
extension both in the intermediate and 
long-term area through so-called ad- 
vance refunding. The current flow 
of savings is not touched by advance 
refunding since an investor already 
holding a Government bond which 
through the lapse of time is shorten- 
ing, merely exchanges it for a new 
one of longer maturity. As a result, 
the volume of longer-term issues for 
cash, or resulting from the refunding 
of maturing issues, would be relatively 
small. It is cash financing or refund- 
ing of maturing issues that causes 
major disturbance of the investment 
markets. 

The home building industry is 
heavily dependent on the life-blood 
of credit. I submit that there will be 
more mortgage credit available with 
the ceiling off than with it on. In 
addition, the cost of interim financing 
should be lower than otherwise. It 
seems rather obvious, therefore, that 
housing has much to gain from active 
support of the President’s request for 
removal of the 4% per cent interest 
rate ceiling. 

It is our considered opinion, which 
is widely shared by people knowledge- 
able in this field, that the removal of 
the 4% per cent ceiling on new issues 
of Treasury bonds, by permitting the 
Treasury to make a rational distribu- 
tion of the debt across the maturity 
spectrum would actually work for 
lower—not higher— interest rates than 
would otherwise be the case. 

Today, the American people, acting 
through the Congress, must make a 
decision. They can choose artificially 
low interest rates created by soft 
money, and accept the inflation that 
results as the night follows the day. 
The other choice, which I trust will 
be adopted, is to permit flexible in- 
terest rates, and thus fight inflation. 
The latter course, by avoiding booms 
and busts, will contribute to healthy, 
sustainable, and rewarding growth. 


Condensed from an address at the Group 
V Savings Banks Association of N. Y. 
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SELLING MORTGAGE LOANS TO TRUSTEED FUNDS 


HE recent Mortgage Seminar for Pension 

Trustees sponsored by House & Home maga- 
zine again focused attention on the advantages 
of mortgage investments for this large potential 
market. For this, along with the publication’s 
many other activities over the years in promoting 
improvements in the home financing and home 
building industries, our hearty congratulations 
and thanks to Perry Prentice and his progressive 
and alert staff. 


As all of you know, MBA 
has been working for several 
years seeking ways and means 
to bring more of these pen- 
sion funds into the mortgage 
market. What you might not 
realize is that many of these 
funds are buying mortgages 
now, and in significant vol- 
ume—much more than most 
mortgage bankers apparently 
realize. And when a particu- 
lar fund starts buying, it becomes a steady and 
reliable outlet. 





B. B. Bass 


True, most trustees have natural and under- 
standable inhibitions against buying mortgages 
or changing their investment habits. No magic 
formula or new facility is going to change that. 
I mention this because there seems to be con- 
siderable evidence that too many mortgage 
bankers are waiting for MBA or someone else 
to “sell” mortgages as investments to pension 
funds as a group. Anyone waiting for some 
D-day when a hoped for magic formula and 
vehicle is worked out which will “crack” the 
pension fund market to the point they will be 
knocking on your doors to take mortgages away 
from you, might as well relax and forget it. 


We now have all the tools we need to sell 
pension funds. They consist of FHA and VA 
loans, sound organizations, complete servicing, 
up-to-date accounting and reporting methods, a 
little ingenuity in finding logical prospects for 
your particular company—and good salesman- 


ship. 





If you can’t sell with these tools, it’s doubtful 
that you could do much better with any differ- 


ent vehicle, such as a bond or debenture secured 
by, or representing a beneficial interest in, mort- 
gages. True, such a vehicle would greatly ex- 
pand your possible market by including a large 
number of potential buyers who cannot now 
own FHA loans but there is no need to wait. 
There are many knowledgeable prospects who 
can buy FHA loans today but are not taking 
advantage of their opportunity. 


The yields on FHA loans are high enough 
now to be very attractive in competition with 
other fixed income investments. Up-to-date 
methods of submission, shipping and reporting 
income, with complete servicing from origina- 
tions to payoffs can make FHA loans, for all 
practical purposes, comparable with bonds from 
the standpoint of home office work, costs, and 
supervision. 

The principal reasons why a trusteed fund 
manager who is not now buying mortgages does 
not do so, have little to do with the real merits 
of mortgage investments and the mortgage bank- 
ing services available to him today. The main 
problem, therefore, is to get him to seriously 
consider the matter. Many of them, I am afraid, 
feel they are doing all right with their present 
programs and they just don’t want to be 
bothered. There is little you can do with them 
except to wait until competition nudges them 
off their contented perch—unless you have a 
good entree with their principals. A man con- 
vinced against his will is of the same opinion 
still. 

We have the product and the tools now. We 
have many prospective customers that should 
buy our products. If they will seriously consider 
the matter, we can meet all their problems and 
satisfy any doubts today. If they will not do it 
now, they will later. So be patient, be alert, and 
continuously ready and working. I predict that 
trusteed fund investments in mortgages will 
snowball within a relatively short time. 


PRESIDENT 
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HERE seems to be little question 

that the economy of the United 
States is in for a period of impressive 
growth during the decade of the Six- 
We are daily confronted with 
predictions of national 
product, a rising standard of living 
and a score of other projected rises 
in the indices of the state of 
economic well The dis- 
cussions rarely question the brightness 
of the future. Rather, they concern 
themselves with allied problems—the 
avenues this growth will take and the 
imperfect side effects it may cause. 
The talk is of too many tail fins and 
enough funds for schools. We 
worry about our ability to put down 


ties. 


rising gross 


usual 


our being. 


not 


the specter of inflation and to assure 
a continuation of our present national 
growth. 

There are, of course, many funda- 
mental problems that must be faced 
and solved by our people if we are 
to remain strong and productive in 
the world that lies before us in the 
next decade. But, in our concern for 
missiles and health, for middle-income 
housing and the latest omnibus hous- 
ing bill, let us not forget the more 
prosaic problems which we in the 
mortgage lending field must solve if 
we and our companies are to play an 
important part in the housing boom 
of the next few years. Accepting, as 
I believe we can, the picture of rising 
housing starts and generally increased 
business for the entire mortgage lend- 
ing industry, I think our industry has 
one problem on which the future of 
each company hinges—the effective 
use of present personnel and the ab- 
sorption and training of new em- 
ployees. 
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To put the demands of our industry 
in proper perspective, it is necessary 
to relate it to the demands of the 
entire economy. This is the only way 
to understand the real scope of the 
problem. The recent study by the 
Department of Labor called “Man- 
power Challenge of the 1960s” pro- 
vides some sobering facts for far- 
sighted company management. 

During the decade immediately 
ahead of us— 
>» Two out of five workers will be 

45 years or older. 
> The number of workers age 25-34 

will increase only moderately. 
> There will be fewer workers age 

35-44 than in the past decade. 
> Nearly half of the growth in the 

labor force will be under 25. 
> There will be a 25 per cent increase 

in women workers. 


Every Company Must Prepare for 
Changing Manpower Needs 

Combine this information with 
other recent surveys that predict ex- 
ceptionally high rates of growth for 
the construction, finance, insurance 
and real estate sectors, when com- 
pared to other industries. One pre- 
dicts an increase of 36 per cent by 
1965 in the present 2% million jobs 
in the finance, insurance and real 
estate fields. This figure is further 
expected to swell by 80 per cent of 
present employment in 1975. Jobs in 
our field will rise at a faster rate than 
the national average, and, in fact, 
very few industries will grow at a rate 
in excess of ours. 

The undertaking that lies ahead is 
apparent. Each company must pre- 
pare for new and changing manpower 


needs. Not only will the typical com- 
pany have need for more people on 
the total payroll, but companies will 
have critical shortages in the middle 
management group, age 25-44, and 
particularly in the 35-44 age range. 
The need for personnel is, at the same 
time, quantitative and qualitative. 


To treat the simpler of the two 
aspects first, let’s examine the quantity 
side of the dilemma. If each company 
grows only at the same rate as our 
entire industry, it will be required to 
add by 1965 one employee for each 
three presently on the staff. By 1975, 
there will have to be four new 
employees for each five presently at 
work. In itself, this does not seem 
an impossible task and management 
should be able to cope with this de- 
mand. But there are certain peculiari- 
ties in the type of people likely to fill 
these employment gaps—peculiarities 
that will effect the recruiting tech- 
niques and the techniques by which 
these people will be used in the ac- 
tivities of a particular company. Since 
workers under 25 years of age will 
account for nearly half of the labor 
force growth, this group will consti- 
tute the best bet for our industry to 
meet its extraordinary requirements. 
As a matter of fact, this is the only 
real answer to providing the bulk of 
the people for the estimated 900,000 
new jobs that we will have to fill by 
1965. 

Young workers will, of course, be 
inexperienced. Accordingly, the em- 
ployer will have to provide more and 
better job training, and a _ higher 
degree of supervision will be required 
to counsel and guide these young 
people in what may well be their 


¢ for the Right Jobs 





first job experience. Employers can 
expect that these younger workers will 
have more education, when compared 
with the similar age group of the 
1950s, but they should also prepare 
for greater turnover, an unfortunate 
corollary of reliance on younger peo- 
ple. 

Women will be a secondary, but 
still important, source of workers. One 
out of every three workers will be a 


woman—the increase due largely to 


greater interest in working by women 
whose children are either in school or 
past school age. These older women 
can certainly play a significant part 
in the growth of our industry, but the 
employer with pressing personnel 
needs may have to adjust his working 
schedule to attract some of these 
women, who, because of home respon- 
sibilities will be seeking part-time 
work. 

Finally, a word that may sound as 
if it came from a social worker’s case- 
book, but which must be considered 
by an employer with his back to the 
wall because of manpower demands. 
He must decide if he can afford the 
luxury of discriminatory personnel 
practices, especially when the con- 
tinuance of such practices will signal 
a gradual disintegration in the quality 
of his company’s work performance. 
There is a limit to the number of 
“socially acceptable” workers avail- 
able in the market, and these will be 
scarcer in the decade ahead, under 
the pressure of increased need for 
workers. An employer with a realistic 
attitude toward the quality of work 
standards in his shop, will not exclude 
an able person because of race, sex, 
age or physical handicap. 


It may be a far more important problem sooner than 

most of us realize. Population is soaring, more jobs are 
available with more people to fill them. But it’s not 

as simple as that. Manpower won’t be available in every 
age bracket to meet every specific demand. The 
statistics tell an irrefutable story: the Sixties are likely to 
bring with them problems of personnel of a kind and 
character not heretofore seen. And it ts just as tm- 
portant for the mortgage industry as any other. Says 
Mr. Morrison: “Investors are mightily concerned 

with their correspondents’ grip on the future. 
Competitors realize that improper provision for future 
management will increase their own chances to 
achieve supremacy in any originating area, by merger 
or otherwise. Service, which is simply a matter of 
sufficient trained personnel, can deteriorate in direct 
relation to the deterioration in the quality of personnel, 
striking at the very heart of the mortgage origination 


process.” 


By FRED B. MORRISON, JR. 





These then are the guidelines to be 
used in meeting the overall needs for 
personnel in the coming period of 
growth in our industry. The people 
are certainly available. They are not, 
however, of the same type that our 
industry has grown used to over the 
years. Alert management will adjust 
to this new labor market and get on 


City Mortgages, 
Metropolitan Life Insurance Company, New York 





with the main business of growing 
with our growing industry. On the 
other hand, you can be sure that an 
employer who looks for the employees 
he will so desperately need, with the 
expectation that his prospects will be 
as they were in the 50s, will suffer 
a keen disappointment. And his com- 
pany will suffer accordingly. 
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The second, and to my mind more 
serious, aspect of the shifts in the 
makeup of our labor force is the 
scarcity of people in the middle man- 
agement level. This is the qualitative 
employment problem our industry 
faces. And to the degree that each 
company succeeds in resolving this 
critical problem, it will provide the 
kind of management that will per- 
petuate the company beyond the era 
of present management control. A 
failure of top management to provide 
their successors in the decade of the 
Sixties will, more surely than any 
other factor, abort the corporate life 
of the company in the Seventies 


Companies Which Appreciate the 
Problem Will Fare Best 


Between 1960 and 1970, total em- 
ployment in the United States will 
rise by about 20 per cent. Among the 
major industries, construction, finance, 
insurance and real estate, employment 
will grow much faster than any of 
the others. Their growth is expected 
to be at a rate approaching twice the 
overall rise in total employment. Like 
all industry, ours will feel the effects 
of glaring shortages in the age levels 
25 to 34 and 35 to 44. As serious a 
problem as this is, of itself, it is 
compounded in our industry by sharp- 
ly increasing needs in the face of 
dwindling nationwide manpower sup- 
plies at these age levels. 

Only by the most ingenious and 
continuing effort can these special 
needs be met. Many companies, who 
do not face the challenge squarely, 
will fail to achieve their minimum 
personnel requirements. For those 
companies, lack of skilled manage- 
ment people will be the major limiting 
factor in their growth and may well 
precipitate other, serious side effects. 

Really important management suc- 
cession problems have not been a 
characteristic of our industry. Single 
entrepreneurs have grown rapidly in 
a maturing industry and have bene- 
fited from a favorable labor situation. 
Any expansion has been made easy by 
a ready supply of workers. Now, just 
as the long sought for scope and sta- 
ture of the industry becomes a reality, 
the ability to provide competent man- 
agement for the future is in jeopardy 

in jeopardy at a time when man- 
agement succession is a critical factor, 
as never before, in the business reputa- 
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tion of a company. Investors are 
mightily concerned with their corre- 
spondents’ grip on the future. Com- 
petitors realize that improper provi- 
sion for future management will 
increase their own chances to achieve 
supremacy in any originating area by 
merger or otherwise. Service, which 
is simply a matter of sufficient, trained 
personnel, can deteriorate in direct 
relation to a deterioration in the 
quality of personnel, striking at the 
very heart of the mortgage origination 
process. The effects of middle man- 
agement shortages in the Sixties and 
the resultant top management short- 
age in the Seventies can have pro- 
found effects on the future develop- 
ment of our industry. You can be 
sure that the companies which grasp 
the importance of this challenge and 
respond accordingly will be the pre- 
dominant companies of the decade 
beyond the present one. 

What specific steps will be most 
effective in the task of assembling a 
sufficient number of middle mangers? 
It is certainly true that employees will 
be first attracted to, and tend to stay 
with, companies that offer a satisfac- 
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“Your six months are up, buddy... 
things have changed in Wisconsin!” 


Redemption time on delinquent residential first mortgages 
nm cut in hal 
recent amendment to the state’s foreclosure law. Actually, 

it took about 174% months to complete a foreclosure under the 
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A SERVICE OF CHARACTER, MANAGED BY MEN OF IMAGINATION 


tory package of competitive salaries 
and fringe benefits, an optimistic pic- 
ture of future company growth and 
the kind of supervision that leads to 
individual satisfaction and job prog- 
ress. But these are general practices 
and only generally applicable to the 
special problem which we are examin- 
ing. Without any intention of pro- 
viding an exhaustive treatment of 
recruiting and personnel retention 
techniques, I would like to emphasize 
a couple of points that seem particu- 
larly important to me in meeting 
middle management needs. 

The key part of the job is simply 
to take stock of your present manage- 
ment personnel. The chances are that 
the company is well staffed at the top 
management level, and barring an 
extraordinary set of circumstances, 
leadership is assured through the next 
ten years. The typical trouble point 
occurs in the next rung down the 
management ladder. Here the closest 
examination of available talent should 
be undertaken. Is there a_ large 
enough group of young men to sup- 
ply the company with continuing, 
effective management? The answer 
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must be supplied on a harsh and 
realistic basis, since the question is 
not one of bodies, but rather of talent. 
People with future potential must be 
identified and measured against the 
requirements of the future. If the 
number is insufficient, present staff 
that measure up should be preserved, 
and immediate steps taken to attract 
young men of ability to strengthen this 
middle management group. Aggres- 
top management will move as 
rapidly as proper candidates can be 
found, because they realize that the 
recruiting problem will be progres- 
sively harder to resolve as we move 


sive 


further into the decade. 


Loss of Top Management Personnel 
A Luxury No One Can Afford 


As simple as this sounds, a realistic 
appraisal of the potential of present 
personnel and the undertaking of a 
program to the management 
gaps is the one job that most com- 
panies can find a variety of reasons 
to postpone. Like the execution of 
will and testament, manage- 
ment succession is an undertaking 
which can be indefinitely postponed. 
Yet 
blow to any company as the loss of 
top management skills. Replacements 
for major management posts are the 
very life blood of any company and 
the only way to assure its continued 


close 


a last 


existence. 

Ihe second suggestion bears on the 
means of retaining men of 
ability. In this connection it 
portant to remember that only a pre- 
liminary judgment of ability can be 
made at this early stage. Somewhere 
in the group, we can expect to find 
the one or two or three key people 
that will carry the major responsibili- 
ties of the company in the future. 
But which man in the group is a 
really top flight individual can only 
be determined by observation over a 
longer period and while he is sub- 
jected to the stresses of operating 
routine. The failure to expose middle 
management to really critical experi- 
ence is the reason major mistakes in 
selection ane made. 

Top management is skilled and 
productive in its functions and there 
is an understandable reluctance to 
assign some of their duties to sub- 
ordinates. Particularly there is a re- 
luctance to assign any of the key 
functions of company operation. The 


young 
is im- 


no factor can deal as serious a 


result is the creation of a stand-by 
brigade whose first test comes when 
the stakes are too high. Personnel 
judgments are made and promotions 
are ordered, based on an insufficient 
knowledge of the individual’s capa- 
bilities. 

To my mind the most important 
means of retaining able juniors is to 
allow them to stand on their 
feet as rapidly, and as much as pos- 
sible. It ranks above salary, title and 
many other single factors, because it 
provides the one that can 
change all the others. It can provide 
the opportunity to prove one’s self 
and to command the benefits that go 
with greater responsibility. From the 
top management viewpoint, it pro- 
vides the best possible test of the 
individuals who are competing for 
the top jobs and makes the final 
and more 


own 


factor 


selection a much easier 
accurate task. 

In a real sense, a successful manager 
no sooner achieves a higher position 
than he begins to parcel his responsi- 
bilities out to his younger associates. 
This is, for many individuals, an un- 
natural thing to do, despite its obvious 
merit in terms of management suc- 
cession. To assure that this important 
action will be undertaken, it will be 
for the highest level of 
management to implement the pro- 
gram by example and by direction. 
Once instituted, there is every reason 
to believe it will be as important a 
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step as will ever be taken to assure 
continuity of management skill. 

The entire problem of adequate and 
carefully trained personnel will require 
the careful attention and un- 
remitting effort by today’s industry 
leaders. If their work in this area is 
properly done, they can be assured 
that their companies will be on hand 
to play a part in the decade of the 
Seventies. If they fail, there is no 
reason to believe that their companies 
will be in the picture at all. 


most 


FAMILY PREFERENCE: Of the 
$314,000,000,000 ordinary life insur- 
ance in force in the United States 
today, an estimated $285,000,000,000 
is under permanent or cash value polli- 
cies, the Institute of Life Insurance 
reports. Included in these policies is 
an estimated $30,000,000,000 of added 
short-term The aggregate 
cash values built up in these perma- 
nent policies were in the neighbor- 
hood of $50,000,000,000 at the start 
of this year. 


benefits. 


The use of permanent, cash-value 
type policies has become an integral 
part of family life insurance planning, 
the Institute says. This has been ex- 
tended in recent years to the point 
that where term insurance is 
used for temporary added protection 
for family income, mortgage repay- 
ment or similar family financial needs, 
it has been set up as a part of a per- 
manent policy in most cases. 


even 
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Detroit Faces a Problem and Solves It 


UST the suggestion of an escrow 

analysis can often lot 
of confusion in a mortgage company 
office home owners it can 
create something a deal 
serious. An escrow analysis, and the 
escrow account, aren’t readily under- 
misunder- 


create a 
and for 


great more 


and when there is 


standing about anything, a great deal 


stood 


of confusion can develop. 

Detroit is now a city where—it is 
probably safe to say 
more what an 
analysis is than possibly in any other 
place. And thereby hangs a tale, a 
tale of how more than 200,000 home- 
owners in the area had it explained 
to them why their monthly mortgage 


payments were considerably higher. It 


borrowers are 


conscious of escrow 


also reflects how a local mortgage as- 
sociation, once it sees a problem af- 
fecting the industry in its area, can 
organize its efforts and do an effective 
job of explaining what’s what and 


how. 


In most areas of the country, an 
analysis is handled 
only when trouble develops. Experi- 
indicates that mortgage 
companies deal with the problem of 
escrow analysis only when a mort- 


escrow usually 


ence most 


gagor complains, a loan is being paid 
off or an investor’s auditor discovers 
a red A few companies 
analyze escrow accounts on a weekly 
or monthly basis, in order to keep this 
general problem under control. 


balance. 
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It was a problem all right, one that touched every 


mortgage 


banking firm in the city. 


It had to do with 


escrow analysis, regarding which the average 


borrower's knowledge is a good deal less than complete. 


There are all sorts of ways to skin a cat. 


story of one way—a very 


task was 


was not the case in 
factors 


This, however, 
Detroit, because of 
present in this area. Michigan has, I 
think, the highest percentage of home- 
owners of any state, has more $200 
million plus mortgage firms than any 
other city, and, finally, is the only 
city where all mortgage companies are 
operating on tabulating or electronic 
equipment. Detroit is not only the 
home of automation in the auto in- 
dustry, but probably is the leader in 
electronics and automation in mort- 


certain 


gage banking. 

With so many large mortgage com- 
panies operating with electronic equip- 
ment, it was only natural that this 
toughest of all mortgage problems 

escrow analysis—would be auto- 
mated. As a result, mortgage port- 
folios of 25,000 to 35,000 loans are 


By EDWARD J. DeYOUNG 
Vice President and Controller, 
First Federal Savings and Loan 

Association, Detroit 


modern 


Here’s the 
a hard 


way 


accomplished in a quick and efficient manner. 


now completely and accurately ana- 
lyzed within a matter of hours, by any 
one company. One result of this tre- 
mendous speed and accuracy, how- 
ever, is that the problem of escrow 
analysis instead of being haphazardly 
handled in small operations over a 
period of several months or even 
years, is now processed in one fell 
swoop by an electronic computer with- 
in a few hours. Thus, all mortgagors 
can receive the escrow information 
on the same day. 

Last year when, for the first time, 
a few large companies analyzed in 
this manner, it was discovered that 
the public at large was not ready for 
such a complete shock. Even worse, 
however, was the realization that 
homeowners do not understand escrow 
accounts or escrow analysis. All of us 
in the business were aware of this 
fact, but never actually realized its 
seriousness, until literally thousands 
began complaining at once. 


In 1959, when two of the largest 


mortgage firms in Detroit completely 
analyzed and raised monthly mortgage 
payments at the same time, the situa- 
tion became acute. Homeowners by 
the thousands telephoned, wrote let- 
ters, and appeared in person to com- 
plain and ask why. In addition, many 
city officials and newspapers picked 
up the hue and cry of the mortgagors 
and, in certain instances, actually 
accused our members of wrong doing. 
None of these complaints, of course, 
was true; but through electronic speed, 
the hit-and-miss methods of manual 
bookkeeping systems over several past 
years were all brought up-to-date at 
once. It would be an understatement 
to say that this electronic shock treat- 


ment was too much for the general 
public 
After last year’s turmoil had sub- 


sided, James Barnes, then president of 
the Detroit MBA, formed a Commit- 
tee and authorized the expenditure of 


certain MBA funds to study this 
problem. The Committee consisted 
of W. W. Dwire, Citizens Mortgage 


Corporation; Sidney Kaye, Advance 
Mortgage Corporation; William Ste- 
pek, The Detroit Bank and Trust 
Company; Harold Brown, James T. 
Barnes and Company, and the writer. 
With Mr. Dwire as chairman, the 
committee began a year-long study in 
order to prevent another “riot” by 
mortgagors at the time of this year’s 
escrow analysis. (In Detroit, accounts 
are analyzed and payments adjusted 
in January of each year). After ana- 
lyzing the problem, the Committee 
decided that the public must be edu- 
cated regarding escrow accounts and 
escrow analysis because it is com- 
pletely baffled by this phase of our 
and, in addition, has built 
up some erroneous ideas about it. 


business 


Initial study indicated that we could 
never completely explain this subject 
to the public, when many lawyers and 
accountants in the mortgage industry 
don’t even comprehend escrow analy- 
sis. Consequently, we set out to clear 
up only five important points that 
seem to cause the most misunderstand- 
ing and trouble between mortgagee 
and mortgagor: 

> Principal and interest remain con- 
stant during the life of a mortgage. 

> Only the escrow portion of a total 
monthly mortgage payment increases. 

>» Homeowners themselves, through 
their purchases of new hazard insur- 


ance policies and by voting for bond 
issues and other taxes, increase their 
own monthly payments. 

» We do not “make money” by 
holding and investing escrow funds. 

> The entire system of escrow ac- 
counts and escrow analysis is a very 
valuable and costly service to the 


*Here are some of the points emphasized in the 
press release 

The increasing cost of local government will 
show up this month in notices of higher monthly 
mortgage payments, to be mailed soon to an esti- 
mated 212,000 homeowners in the greater Detroit 
area. This is indicated by a cross-section survey 
of accounts of several thousand typical mortgage 
customers by members of the Detroit Mortgage 
Bankers Association, reports James T. Barnes, 
immediate past president of the Association. 

‘Payments will go up in the case of about 53 
per cent of the 400,000 home-owners whose mort- 
gages are held or serviced by members of the 
Association. These increases are due entirely to 
higher tax and insurance bills,’ says Barnes 

‘We all realize,” says Barnes, ““That this is 
unpleasant news to people who can find many 
places to put each dollar of income. But it is a 
situation that is entirely out of the control of our 
members, since we have no way of controlling 
higher property assessments, special assessments 
and higher tax rates that inevitably follow higher 
costs of local government.”’ 

Most mortgages requiring monthly escrow de- 
osits for taxes and insurance, whether they are 
‘A, FHA or conventional, carry a provision which 
substantially reads as follows: 


“In addition to a fixed monthly principal and 
interest requirement, which will fully repay the 
obligation over a specified term of years, the 
borrower must also pay each month a sum equal 
to one-twelfth of the taxes next due; an amount 
that will pay the hazard insurance premium next 
due; and on FHA loans an amount that will pay 
the next-due mortgage insurance premium. Such 
amounts shall all be estimated by the lender, or 
its servicer, based on best available information.”’ 
“The ‘escrow’ account can be compared to the 

monthly budgeting, by the prudent family, to ac- 
cumulate money for large expenditures to come. 
When such costs go up, more must be budgeted 
monthly. The monthly amounts paid in by home 
owners for taxes and insurance are a legal part of 
the mortgage—set up for the mutual protection of 
the borrower and the lender in making certain 
that taxes are paid when due.” 


homeowners, which we provide free 
of charge. 

With these objectives in mind, the 
Committee began work with the Karl 
Behr Advertising Agency, Inc. To- 
gether, worked out a _ two-part 
program.* The first consisted of ar- 
ranging a luncheon for all members 


we 


To explain ‘“‘escrow,”’ which is an unfamiliar 
word to many home-owners, Barnes points out 
that the monthly mortgage payment is made up of 
two parts 

1. Principal and interest—this portion of the 

monthly payment remains unchanged during 

the life of the mortgage. 

2. Escrow—this portion of the monthly mort- 
gage payment is set aside and used for the 
payment of taxes, insurance, special assess- 
ments, etc. It necessarily changes when the 
cost of these items changes. 

“Largest item in the increasing cost of local 
government is the cost of school construction and 


operation, which runs into tens of millions of 
dollars each year in the metropolitan Detroit 
area,’’ Barnes reports. ‘““This is particularly true 


where rapid increases 
an urgent need for 


in the newer communities, 
in population have created 
more classrooms. 

“In a number of communities, property assess- 
ments of large industrial and commercial proper- 
ties have been substantially reduced. To maintain 
public services, the tax revenue lost in this way 
must then be passed on to the home-owners of 
the community, either in the form of higher tax 
rates or higher property assessments. 


‘To show that tax increases are not by any 
means confined to the Detroit area, it may be 
interesting to note, in the December 1959 issue of 


a national magazine, the report that the state and 
local taxing apparatus throughout the country is 
producing 2.3 times as much tax revenue as it did 
just 10 years ago. Much of the increase referred 
to is, of course, in property taxes. 

‘Increases in monthly escrow deposits are also, 
to a certain extent, the result of increased hazard 
insurance premiums. Insurance premiums increase 
as the result of an increase in rates, approved by 
the state insurance commissioner, or from the pur- 
chase of greater insurance coverage by individual 
home owners, or both. ‘Home owners’ — 
have become popular—and these policies, because 
of their broader coverage, are much more expen- 
sive than policies which include only the fire and 
extended coverage required by the mortgage agree- 
ment. 





Amortization Without Interest... 


We have some 8000 customers 
who buy mortgage amortization 
schedules from us. Knowing the 
interest rate we can compute the 
interest, principal amortization 
and balance each month. The 
schedules cost only $1, eliminate 
all need for calculations by lender 
or borrower, and save their cost 
many times over. 

In Improvement Loans, and 
other consumer finance trans- 
actions, the charge is stated in 
dollars and not as an interest 
rate. Most lenders do not realize 
that we can supply an amortiza- 
tion schedule equally well for 
such loans also. 


FINANCIAL PUBLISHING COMPANY 
82 Brookline Avenue, Boston 15, Mass. 
EXPERIENCED COMPUTORS FOR ALL FINANCIAL NEEDS 


The usual procedure for figuring 
earnings each month is the sum 
of the digits method, often called 
the Rule of 78’s because for a 
12 month loan the sum of the 
digits from 1 to 12 is 78. 

Our schedules show the earnings 
each month, the reduction of 
principal, and the balance; as 
well as keeping track of the un- 
earned charge and total remain- 
ing payments. 

Best of all, the cost is still only 
$1 for duplicate schedules, and 
that is subject to quantity dis- 
counts. Send today for a sample 
“78's” schedule and a supply of 
order cards. 


KEnmonre 6-1827 
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of the press, radio and television. Rep-_ cial mailing from their own mortgage correspondence and overtime pay. 
resentatives of all major radio and company Finally, of course, the amount of 




















rV stations and newspapers were Almost all companies then pro- misunderstanding with mortgagors 
present, along with those from 60 ceeded with this year’s program of that was clarified, and the goodwill 
suburban newspapers \ prepared escrow analysis and payment changes. that was created for our industry, 
press release was given to all those ‘The results were so successful that cannot be measured in dollars and 
present, and our Committee members most of us still cannot believe that cents. 
conducted a session to answer any what happened a year ago was not Detroit has taken the lead in solving 
questions that this group might have. actually a nightmare. The largest firms a problem that is still feared in many 
Our thinking behind this luncheon in the citv handled all complaints and other parts of the country 
was to obtain maximum coverage inquiries within two or three days in 
through press, radio and ry Thanks contrast to last yeal when the com- 
mainly to the Karl Behr Agency, our plaints kept pouring in for weeks and 
plan was more successful than any even months following the escrow 
of us had anticipated. We received analysis. Even the relatively few calls 
front page headlines and coverage in that were received contained no anger 
over 50 ne wspapers, and the news was Or suspicion as Was the case in pre- 
featured on all radio and TV news- _ vious years 
casts as major news of the day For the entire program, including 

The second part of our program, the cost of the press luncheon and 
was publication of a colorful pamph- the advertising agency fee, the Detroit 
let which all Detroit MBA members MBA spent less than $1,600 (each BUSINESS ANNOUNCEMENTS | 
purchased and mailed to their respec- panne Be pecedl ed their own pamph- Enve opes 
tive mortgagors on approximately the lets for the mailing). From this small $24 °° 
same date. In this manner, all home- expenditure we received thousands of for 1000 
owners within the space ot two or dollars of front page newspaper cov- } 
three days, read about this subject in erage and radio and TV time. Like- 
the newspapers, witnessed it on TV, wise, our individual members saved DEWBERRY ENGRAVING CO. 
heard it on radio and received a spe- thousands of dollars in telephone calls, ee nn eee 





Commercial and industrial loans in Southern California 
have doubled or tripled in importance during the past few 
years, reflecting the steady increase in population. 

The Colwell Company, through a specialized department, 
maintains close contact with this activity 


SERVING THE CALIFORNIA INTERESTS OF THE : NATION'S LEADING INVESTORS 
SS8S6 WILSHIRE BOULEVARD * LOS ANGELES 36, CALIF. 
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SERVICING | 


KEEP TRACK of 5000 LOANS 


as easily as one 


SIMPLIFIED system of keeping 
A records on loan processing has 
eliminated a potential administrative 
bottleneck, and made it as easy for 
the Berens organization to keep track 
of 5009 cases as to handle one. 

Our new record is based on a visible- 
index card file containing all pertinent 
information on every step in the proc- 
essing of a VA or FHA loan. It gives 
us more information in accessible 
form, speeds processing by cutting 
down on searching for files, and makes 
handling inquiries easier and faster. 

We have found the advantage of 
quick answers to loan applicants’ in- 
quiries to be the most important result 
of the changed procedures. Our busi- 
ness involves many different people— 
buyers, brokers, builders, agents, in- 
vestors, etc. This means that it takes 
time to complete the processing of a 
loan. 

This time factor, as every mortgage 
banker knows, generates a lot of tele- 
phone calls. In the case of a family 
buying a new home, the situation is 
often fraught with emotion. If we 
keep the caller on the phone too long, 
waiting for us to find the answers, his 
or her imagination begins to run wild. 
Then, if the caller is a women, she 
usually calls her husband and urges 
him to telephone the builder. The 
builder calls us. Then the message 
travels back through the same tor- 
tuous path. 

But if we can give a quick, com- 
plete response to the first call, the 
buyer invariably accepts it and re- 
laxes. In our case, we have insured 
these quick answers. 

The girl who receives the telephone 
inquiries has in front of her the files 
which show the exact status of each 
case. In five seconds she can tell the 
caller precisely what has happened, 
what we are waiting for, etc. Since 
we installed this system early in 1959, 
we have found people not only pleased 
but also somewhat surprised by the 
speed with which an answer is given. 


Sound tough? Well, this company devised 
a system in its servicing department which, 
it says, enabled them to do just 

that. It’s easy to see that if you can 

give a quick answer regarding the status 


of an account you have saved a lot of time, 
money and effort. That was the goal and the 


firm says it was achieved. 


By DUANE R. CARR 


Mortgage Officer 


Frederick W. Berens, Inc., Washington, D. C. 


In the past we kept a record sheet 
showing processing details in the file 
on each case, and posted major steps 
in a register book. The book provided 
space only for dates specific action was 
taken, and did not provide a running 
record of the case. The check-sheet 
in the file was generally difficult to 
locate, for the file might be on any of 
two dozen different desks around the 
office. 

An effective system, it seemed, 
would create a single record which 
would remain in one accessible spot 
and contain full information. We set 
up such a system, using Remington 
Rand Aristocrat Kardex files, with a 
10 x 634-inch card for each case in 
process. 

This card provides space for dated 
notations on about 30 different points 
in the processing of a loan applica- 
tion, plus spaces for special reports, 
comments, credit information and so 
on. It also includes the buyer’s name, 
case number, date of application, 
property description, price, type of 
loan and FHA or VA number. 

Along the lower visible edge of the 
card we use a colored Graph-A-Matic 
signal which slides from left to right 
to flag the progress of the case, 
through sixteen steps to final settle- 
ment. A glance down the file shows 
instantly the status of accounts in 


each slide of the file. At the left we 
place individual signals of three dif- 
ferent colors over a month scale to 
show FHA or VA expirations, or pro- 
jected settlement date. 

The Kardex records are filed by lot 
and block for each subdivision, with a 
lead card in each section listing all 
lots and blocks with buyers’ names. A 
cross-index file on the Kardex desk 
is set up by purchaser’s name, pro- 
viding instant reference to the proper 
subdivision. 

When we obtain a new builder com- 
mitment, we immediately set up a 
series of cards representing each lot 
and block. As a buyer applies for a 
mortgage loan, the name, price, terms, 
type of loan and preliminary review 
information are written into the 
proper card. The card is then filed 
under the subdivision lead card ac- 
cording to date of application. In this 
way we know which cases have been 
longest in processing. 

The girl maintains this file 
receives all incoming mail each morn- 
ing, and posts all pertinent data re- 
ceived on every case, thus insuring 
a complete record. She has at her 
fingertips all information which may 
be needed normally by anyone in our 
organization, or by a calling buyer. 
The only time the case file is required 
is to complete an actual processing 


who 
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step, or to insert a document received. 

When the processing has been com- 
pleted, the card is withdrawn from 
the file , and sent 
to the shipping department to await 
receipt of investor's payment. After 
this, the cards are placed in a perma- 


for the first time 


nent file and the case is closed. 

Chis new control has given us many 
advantages besides the matter of han- 
dling inquiries. Other benefits include: 

> More information in our control 
record than was ever available in one 
spot before, enabling us to handle 
more cases with fewer people. 

>» Ability to 
schedule cases over a period of time, 
permitting us to anticipate our need 


better project and 


for funds. 

> Elimination of the need for a 
file—often re- 
reading—to 


complete review of a 
quiring half an 
locate the roots of any problems which 


hour’s 


arise. 


> Our insurance department has a 
point of quick reference to determine 
when a loan is approved, and contact 
the buyer quickly about insurance. 

> Faster processing, because we now 
what has happened. In the 
might have had the docu- 
ment needed to move on with a case, 


know 
past, we 


and yet not know it for several days. 
> All loan files are now alphabeti- 
cal, making location easier, with the 
Kardex record helping us to spot the 
proper subdivision when necessary. 
>» The clerk who handles inquiries 
can perform additional duties, such as 
special reports, 
used to be 


and 


correspondence and 


whereas her entire time 
taken up 


answering calls. 


finding information 


>» We can spot in advance cases 
which are approaching the expiration 
of a commitment. Given time and a 
full report, investors will usually agree 
We can now give 


to an extension. 


them the report much earlier. 

> Elimination of errors which used 
to occur under the pressure of working 
close to an expiration deadline. 


> Perhaps most important, all 
members of our staff are able to de- 
vote more time and effort to construc- 
effort toward and 
settling of cases, rather than wasting 
time in looking for information. 


tive processing 


This is the kind of personal service 
we have endeavored to render since 
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Telephone inquiries from home buyers are handled promptly in the new Berens 


Kardex record system. The author 


right) and D. O. Nichols, senior vice 


president at Frederick W. Berens Inc. check Kardex record to determine exact 
status of a loan application. This file is the heart of the processing department, 
providing all information needed except for the actual processing steps. 


Frederick W. Berens Inc. was founded 
in 1934 and placed one of the nation’s 
first FHA But, as our 
volume increased, to the present level 
2000 


mortgages. 


of about cases in process, we 


found it increasingly difficult to keep 
a firm control of the processing- 
which is the natural requisite to an- 
swering inquiries properly. 





we urge you to consult us. 


51 EAST 42ND STREET 





ATTENTION: MORTGAGE ORIGINATORS 


Our business is selling FHA and VA Mortgages to the 


secondary market. If you seek Takeout Commitments, 


EDWIN F. ARMSTRONG & COMPANY 


MURRAY HILL 2-1176 


NEW YORK 17, N. Y. 




















LOANS TO 


HOSPITALS * CHURCHES * SCHOOLS 


COMMISSIONS TO CORRESPONDENTS 


AND 
COMPANY 


B. C. ZIEGLER 


WEST BEND, WISCONSIN 


Chicago Office: 39 South La Salle Street 
Address Al! inquiries to Our Home Office at West Bend, Wisconsin 
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MANAGEMENT and 
MORTGAGE BANKER 


the 


VEN in an industry as specialized 
E as mortgage banking, individual 
companies must have experts not only 
in finance and associated functions, 
but also in the very fundamental of 
business—management. While MBA 
does offer the best in professional 
training for member company person- 
nel, the need should not be overlooked 
for advancing efficiencies in operation 
common to all types of business. To- 
ward this end, we should direct atten- 
tion to the training of all personnel. 
For those in management, there is an 
extensive and comprehensive program, 
of commendably high calibre, avail- 
able through the American Manage- 
ment Association. 

According to this Association, more 
than 16,000 executives from all seg- 
ments of business will participate dur- 


ing 1960 in their extensive seminar 
program. Quoting from their an- 
nouncement, “Each will aim at im- 


proving his own—and his company’s 
performance in a particular area of 
management.”’ Seminars “‘offer a solid 
background of operating fundamen- 
tals . . . an up-to-the minute briefing 
on new developments in a selected 
field or knowledge-in-depth of 
specific management jobs and respon- 
sibilities. They afford a unique op- 
portunity for profitable exchanges of 
ideas and know-how with other ex- 
perienced executives.” To attain these 
objectives, the AMA program operates 
principally through its ten Divisions, 
which “correspond to major areas of 
management responsibility” 
FINANCE—Including such typical 


Over the years MBA’s educational program has 


been expanded to include more and more training 


in more and more fields. The general area of 


management, however, is one that is being well 


covered by other specialized organizations. 
These courses are open to MBA member firms and 


Mr. Kerwood tells how they can be utilized. 


workshop and orientation seminars as 
Administering the Company’s Account- 
ing Function (June 6-8, New York), 
Functions and Organization of the 
Chief Financial Executive’s Job (June 
6-8, New York), Organization and 
Administration of the Controller’s Job 
(May 16-18, Chicago), Reporting Fi- 
nancial Data to Top Management 
May 23-25, New York), Improving 
Your Company’s Relations With the 
Professional Financial Community 
May 16-18, Chicago) , Effective Util- 
ization of Machine Accounting Systems 
May 16-18, New York), Appraising 
and Financing Corporate Mergers and 
Acquisitions (May 16-18, Chicago), 
Financial Planning and Control as a 
Tool for Top Management (May 
16-18, New York), The Financial 
Executive's Job In a Small Company 
May 16-18, Chicago), Organization 
and Administration of the Treasurer’s 
Job (May 16-18, Chicago), Investor 
Relations (May 16-18, San Francisco) 
and many, many others too numerous 
to detail in any brief review of course 
offerings. 


GENERAL MANAGEMENT-—In- 


By LEWIS O. KERWOOD 


cluding such courses as Appraising the 
Company and Its Performance, Man- 
aging By Decentralization, The Job 
of the Department Head (June 8-10, 
New York), Modernizing the Execu- 
tive Compensation Program (May 9- 
11, New York), The Executive Vice 
President’s Seminar (June 8-10, New 
York), Administration of the Com- 
pany’s Public Relations Program 
June 15-17, New York), Managing 
Corporate Real Estate (June 15-17, 
New York), The Job of the Corpora- 
tion Secretary, The Chief Executive’s 
Job In the Smaller Company (May 
9-11, New York), Short and Long- 
Range Total Planning, and many, 
many others. 
INSURANCE—lIncluding seminars 
on Developing An Employee Benefit 


Package (May 23-25, New York), 


Modernizing the Group Insurance 
Plan (June 6-8, New York), and 
others. 

INTERNATIONAL MANAGE- 
MENT 


MANUFACTURING 
MARKETING— Including such 


studies as Handling the Branch Sales 





Director, MBA Research and Education 
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Force and Office (May 9-11, New 
York; May 18-20, Chicago; June 15- 
17, Toronto), Direction and Control 
of the Field Sales Force, Effective 
Methods of Teaching Salesmanship 
to Salesmen, Developing Yardsticks 
the 


Measuring Performance of 


Salesmen, etc 
OFFICE MANAGEMENT 


to, 


tor 


In- 
cluding, but not limited such 
courses as Organization and Manage- 
ment of the Office and Administrative 
Engineering Function, Countdown for 
New Data Installations 
and Applications, Organization and 
Management of Punched Card Op- 
erations, Establishing and Using Cleri- 
cal Work Measurement and Stand- 
ards, Office Budgeting and Cost 
Control, Organization and Manage- 
ment of Branch Office Operations, Ef- 
fective Supervision of Office Personnel, 
Improving the Administration and 
Procedures of the Payroll Function, 
Organization and Management of the 
Records Control Function, Prepara- 
tion and Use of Company Organi- 
zation and Policy Manuals, Organiza- 
tion and Management of an Effective 
Work Simplification Program, Princi- 
ples, Techniques and Skills in Office 
Administration, etc. 

PACKAGING 

PERSONNEL— Including Select- 
ing, Interviewing and Orienting the 
New Employee, Job Evaluation, In- 
stallation of Managerial Standards of 
Performance, The Management De- 
velopment Program: Installation and 


Processing 


Operation, Personnel Policies and 
Problems in Mergers and Acquisitions, 
Evaluating the Effectiveness of Per- 


sonnel Administration, Personnel Rec- 
ord Keeping, Improving Supervisory 
Training Methods, Training and In- 
College Graduates and 
Administering A 
Salary 


tegration of 
Other Trainees, 
Sound Wage and 
Recruiting Key Executives, Executive 
Appraisal, Principles and 
Practices, Selection and Orientation of 


Program, 
Personnel 


Supervisory Personnel, and others. 


RESEARCH AND DEVELOP- 
MENT 

In addition, the AMA’s specific 
Management Course provides practi- 
has “de- 


signed with the needs of today’s busy 


cal instruction and been 


executive in mind.” The Course “pro- 


vides a solid foundation for more 


competent performance at the higher 


42 THE MORTGAGE BANKER + April 1960 


management levels, in every type of 
activity, and in every branch of busi- 
ness.” Specifically, the Course deals 
in its entirety with principles, skills 
and tools of management; planning 
and organizing; and im- 
proving performance; and manage- 


reviewing 
ment in action. 

As advance courses, the Association 
offers a Management Course for Pres- 
idents, Presidents’ Round Tables, and 
Management In Action For Manage- 
ment Course Graduates. 

The listings above are only a few 
of the several hundred 2-day to 4- 
week seminars, workshops, clinics, and 
courses sponsored by the AMA each 
year for the benefit of persons in all 
phases of Management responsibility 
from all segments of business and in- 
dustry. Because of the extent of offer- 
costs, locations, dates, 
etc. greatly, and because 
courses are repeated frequently in all 
sections of the country, no attempt 
can be made here to detail all the 
specific information. All that is ex- 
pected here is to bring to the atten- 
tion of MBA member companies the 
fact that such training is available, 
with the suggestion that members 
write directly to the AMERICAN 
MANAGEMENT ASSOCIATION, 
INC., 1515 BROADWAY, NEW 
YORK 36, N. Y. requesting program 
copies and detailed information in 
those areas of particular interest. 
Membership in AMA is not required 
for registration. The AMA is a non- 
profit organization, with its sole inter- 
est being “the practical solution of 
current business problems and _ the 
development of the science of man- 


ings, because 


vary so 


agement.” 

Don’t minimize the opportunity to 
provide this excellent training for 
your management personnel—there’s 


nothing but “growth” ahead. 


MEN TO HIRE 


As a part of MBA’s student place- 
ment program in educa- 
tional effort, the Association regularly 
makes available to its members candi- 
will be, 
for employment. All are 
interested in careers in mortgage 
banking and all have been carefully 
their qualifications 


The 


its overall 


dates which are, or soon 


available 


screened before 


are brought to your attention. 


mortgage man who is looking ahead 
realizes that personnel will be his 
biggest problem and responsibility al- 
though, at times, other factors of the 
business certainly do seem of greater 
importance (See Fred Morrison’s ar- 
ticle in this issue). At the moment, 
these candidates are offered for your 
consideration. To secure more details, 
address the candidates by the box 
numbers shown and mail to the Asso- 
ciation. 

Candidate No. 95—Box 627. Age 24, 
single, available June 1960. To receive 
B.A. degree University of Notre Dame, 
June. Attended University of Arizona, 
1955-56. Member Student Law Associa- 
tion, Economic Round Table at Notre 
Dame. Part-time work as clerk, and sales- 
man. U. S. Army Platoon Sergeant. Col- 
lege instructor comments—* honest 
and dependable — happy to recommend 
him for a position of trust and responsi- 
bility.” 

Candidate No. 96—Box 628. Age 21, 
single, available September 1960. To re- 
ceive B.A. degree in Finance, University of 
Notre Dame, June. Member American 
Society of Mechanical Engineers, Finance 
Club and Commerce Forum. Summer and 
part-time work as Testing Engineer and 
grader in finance courses. College instruc- 
tor comments—“ . . . a young man of the 
highest integrity and veracity. He is very 
dependable, works well with others, and is 
receptive to criticisms or suggestions.” 

Candidate No. 98—Box 630. Age 22, 
single, available January 1960. To receive 
B.A. degree University of Notre Dame, 
January. Varsity fencing team and Eco- 
nomic Round Table at Notre Dame. Staff 
of school newspaper and yearbook, Radio 
Club, and athletics at St. Edwards High 
School, Lakewood, Ohio. Part-time and 
summer work as salesman and construction 
worker. College instructor comments— 
“|. . a personable fellow—I feel that he 
will work well in any task assigned.” 


>» FHA BORROWERS: The typical 
FHA home buyer is between 33 and 34 
years old. An analysis of home mort- 
gages insured by FHA in the first nine 
months of 1959 showed that the me- 
dian age of new-home buyers was 33 
years and that of existing-home buyers 
33.9 years. 

Previous studies showed the ages of 
typical home buyers to be somewhat 
greater than in 1959. In the pre-war 
year 1939 the typical ages of new- and 
existing home buyers were 36.2 years 
and 40 years respectively. 

The decline from 40 in 1939 to 36.1 
in 1947 in the typical age of existing- 
home buyers is primarily attributable 
to the relatively higher loan-value 
ratios permitted at that time for homes 
initially built under FHA inspection 
which by 1947 were being resold as 


existing homes. 


COMING UP IN MBA 





Servicing Clinic 


LN 


MBA’s second Mortgage Servicing 
Clinic for 1960 will be at Hotel 
Leamington, Minneapolis, May 19 
and 20 and in view of the highly 
successful experience with the Wash- 
ington Clinic, another record meeting 
in the servicing side is expected. The 
Washington meeting was the largest 
servicing clinic ever held and more 
than 20 per cent of those attending 
were from investors’ offices. Just as 
mortgage originators and _ investors 
find other MBA meetings ideal occa- 
sions for contact, the Servicing Clinics 
are doing the same thing for adminis- 
trative personnel in both sides of the 
mortgage transaction. A total of five 
sessions in Minneapolis will be de- 
voted to investor problems, two on 
home office problems and procedures 
and three on investor-servicer rela- 
tions. 

Among the speakers will be Dr. 
Gordon L. Lippitt, of the National 
Education Association, Washington, 
D. C., who spoke in Washington. He 
will talk on “Developing Teamwork 

-The Executive’s Job.” MBA Presi- 
dent B. B. Bass will speak on “Top 
Management’s Role in Loan Adminis- 
tration.” 

Among the round table seminars 
topics will be collections and de- 
linquencies, VA and FHA delinquen- 
cies, foreclosure and claim procedures, 
current accounting and remittance 
procedures, escrow administration, ad- 
ministrative responsibilities—loan 
servicing supervision, servicing tips and 
new ideas, insurance administration, 
construction loans and loans-in-proc- 
ess accounting procedures. 

Among the speakers to address the 
Minneapolis Clinic are Mrs. Lorraine 
R. Philips, treasurer, Mobile Mort- 
gage Corporation, Mobile, Ala. ; Frank 
A. Rees, assistant treasurer, John 
Hancock Mutual Life Insurance 
Company, Boston; Larry L. Gutten- 
berg, secretary-treasurer, Franklin 





innedpouls 


Mortgage Corp. Detroit; P. N. Brown- 
stein, director, VA loan guaranty 
service, Washington, D. C.; Edwin 
G. Callahan, deputy director, FHA 
legal division, Washington, D. C.; 
Thomas J. Melody, vice president, The 
Lomas & Nettleton Company, New 
Haven; James T. Hillman, secretary- 
treasurer, Securities Mortgage Com- 
pany, Seattle; Frank C. Haas, assistant 
vice president, Investors Diversified 
Services, Inc., Minneapolis; Paul R. 
Nordquist, vice president, The Colwell 
Company, Los Angeles; Mrs. Barbara 
manager, Don 
Omaha; 


J. Hoober, servicing 
J. McMurray Company, 
Charles L. Foley, vice president, First 


Mortgage Co. of Houston, Inc., 
Houston. 
Also Edward J. DeYoung, vice 


president and controller, First Federal 
Savings and Loan Association of De- 
troit, Detroit; Stanley Le Bon, loan 
servicing officer, Metropolitan Mort- 
gage Company, Los Angeles; John 
R. Womer, president, Great 
Lakes Mortgage Corporation, Chi- 
cago; William I. De Huszar, vice 
president and treasurer, Dovenmuehle, 
Inc., Chicago; James G. Wasson, MBA 
director of accounting and servicing; 
Morris S. Gindorf, vice president, 
Gulf Coast investment Corporation, 
Houston; A. A. Johnson, vice 
president, Colonial Mortgage Service 
Company, Upper Darby, Pa.; Joseph 
C. Hudson, treasurer, W. A. Clarke 
Mortgage Co., Philadelphia. 

Also William A. Branigin, assistant 
secretary-treasurer, Carroll Mortgage 
Company, Seattle; Fred W. Klass, 
vice president-manager, Mortgage 
Servicing Division, McMillan Mort- 
gage Co., Angeles; Robert J. 
Murphy, assistant director of MBA 
accounting and _ servicing division; 
Gordon Seibert, president, Nickels & 


vice 


Los 
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Smith Co., Minneapolis; Ernest Kan- 
rich, financial vice president, Percy 
Wilson Mortgage and Finance Cor- 
poration, Chicago; A. F. Potenziani, 
president, Mountain States Invest- 
ment Corporation, Albuquerque. 
Also Orville C. Nugent, Jr., assistant 
secretary, National Life & Accident 
Insurance Co., Nashville; Joseph 
Engleman, director of mortgage serv- 
ices, Mutual Life Insurance Company 
of New York. New York; August M. 
Strung, vice president, The Bowery 
Savings Bank, New York; Robert 
Sutro, president, Ralph C. Sutro Co., 
Los Angeles; John K. Benoit, manager, 


G. L. Lippitt 





Robert Murphy 


James Wasson 


Investment Records Section, The 
Equitable Life Insurance Company 
of Iowa, Des Moines and E. A. 
Johnson, treasurer, Minnesota Mutual 
Life Insurance Company, St. Paul. 

Che Minneapolis Clinic Chairman 
is Albert A 
mortgage loan department, North- 


Drawbert, manager, 


western National Life Insurance Com- 
pany, Minneapolis, who has just been 
elected president of the Minneapolis 
MBA. His Association, in cooperation 
with the Title Insurance Company of 
Minnesota, will be host at a recep- 
tion for all attending the Clinic. 
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Profiles of People 
at work in MBA 


M. J. MITTENTHAL, a second-generation native of Dallas, is 
president of N. E. Mittenthal & Son, a firm founded by his father 
and which he joined immediately after graduating from the Uni- 
versity of Texas, in 1928. Precisely three decades later, as recipient 
of the 1958 J. E. Foster Award, he won recognition as “Texas’ Out- 
standing Mortgage Banker.” A mortgage lender of diversified ex- 
perience, he has been active in his city’s slum clearance program 
and has served as a director of the Dallas Association of Insurance 
Agents. He was instrumental, too, in establishing 
the servicing seminars now sponsored annually by 
the Texas MBA. As vice president of that state- 
wide group, he becomes its president in May. He 
is also a past president of the Dallas MBA. In MBA 
affairs, nationally, he is a former chairman of and 
continues active on the Insurance Committee; how- 
ever, it is in the area of educational activity toward which he directs 
his most conscientious efforts. For M. J. believes firmly that this in- 
dustry of ours is still very much in its elemental stages of growth, 
with its grass roots in the younger generation. Ever the bold ex- 
perimenter, he conceived the idea for and staged a “Mortgage 
Bankers Day” at the University of Texas last October. The first 
meeting of its kind anywhere, it proved so successful that similar 
programs are being planned for other campuses. A regular lecturer 
at the MBA School of Mortgage Banking, M. J. is this year a vice 
chairman of the MBA Educational Committee, in charge of our 
Association’s college liaison program—a program which under his 
energetic direction is again gaining new impetus. 





W. C. RAINFORD, president of the Mercantile Mortgage Com- 
pany in Granite City, Illinois, came into this industry through what 
might best be termed a circuitous route. Graduating Northwestern 
University’s School of Commerce, he worked first in public account- 
ing, then joined the auditing staff of a national food chain and, later, 
entered the retail lumber business. Activating a dormant mortgage 
company to promote the sale of lumber with FHA loans, he—once 
the lumber firm was sold, some 22 years ago—has been a full-time 
mortgage man ever since. A staunch proponent of 
branch office operations for mortgage firms, he is 
one of the best-informed individuals—he operates 
eight in three states—-on this relatively new de- 
velopment in the industry. He lectures on this topic 
at the MBA School of Mortgage Banking. Pos- 
sessed of an uninhibited enthusiasm for improving 
the “techniques” of mortgage lending, and quite an “idea man” in 
his own right, he is keenly receptive to all new ideas or operational 
methods which might expand further the scope of his mortgage 
banker’s services. An M.A.I., Chuck (he seldom uses his first name, 
William) is a past director of the Home Builders Asociation of IIli- 
nois and a past president of both the Illinois and St. Louis MBA’s. 
In 1957, he was local chairman of the MBA Servicing Clinic held 
in St. Louis. His record in MBA is an imposing one. An associate 
governor for four years and a regional vice president since 1956, he 
has worked on committees representative of all phases of Association 
effort; he has served as chairman of both the Research Committee 
and the Clinic Committee. Currently, he is a vice chairman of the 
MBA Mortgage Servicing Committee. 








Sayles Is 
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Herbert G. Sayles of West Palm 
Beach has been elected president of 
the MBA of Palm Beach County to 
succeed O. B. Carr of Anderson & 
Carr, Inc., West Palm Beach. At the 
installation meeting, seated, are Mr. 
Sayles and Lon Worth Crow, former 


president of the Florida MBA and 


President Palm Beach County MBA 
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installing officer. Standing, Mr. Carr; 


Donald Wood, secretary and treas- 
urer; Leeson Hogarth, vice president 
of B. D. Cole, Inc. and vice president 
of Florida MBA and N. J. Orr, man- 
ager, mortgage loan department, An- 
derson & Carr, Inc., a director. 


Chicago MBA and Florida MBA Again Sponsor 
Outstanding Educational Mortgage Clinics 


Two of the larger regional mort- 
gage associations, the Chicago MBA 
and Florida MBA, are sponsoring 
clinic-type seminars of an educational 
nature this year, both repeat per- 
formances of earlier successful efforts. 

The Florida MBA Educational 
Clinic is April 20-22 in Gainesville, 
Florida in association with the Uni- 
versity of Florida. The three-day ses- 
sions open Wednesday, extending 
through Friday and portions of the 
program devoted to personnel 
problems, closing techniques, how to 
get new business, servicing and an- 
other devoted to a loan committee in 
action. 

Among those who will speak or par- 
ticipate are W. Herbert Speir, Com- 
mander Corporation; George Hoff- 
man, Stockton, Whatley, Davin & 
Company; Mrs. Phyllis Moore, Flor- 
ida Mortgage Service, Inc.; Asa Gard- 
ner, Barnett National Bank of Jack- 
sonville; Theo Mitchelson, State Farm 
Insurance Company; D. Richard 
Mead, Jr., D. R. Mead & Company; 

Also Kenneth R. Flowers, First Na- 


are 


tional Bank of Dunedin; James 
Phelps, The Northwestern Mutual 
Life Insurance Co.; Shelby C. Spears, 
Stockton, Whatley, Davin & Com- 
pany; John A. Gilliland, Knight, Orr 
& Company, Inc.; Robin Brown, D. R. 
Mead & Company; Frank E. Den- 
ton, American Title Insurance Com- 
pany; J. Walter Tucker, Jr., Tucker 
& Branham; 

Also L. K. Horn, Lon Worth Crow 
Company; John K. Benoit, Equitable 
Life Insurance Company of Iowa; 
James Blankner, First National Bank 
of Orlando; Mrs. Mary Lee Daven- 
port, Kirbo, Mills & McAlpin, Inc.; 
Mrs. Ethel Hunter, Lon Worth Crow 
Company and Mrs. Betty Robertson, 
The Builders Mortgage Corporation. 

This Florida Educational Clinic is 
a high-quality educational offering 
and merits the close attention of all 
personnel in the mortgage business. 
Many in other parts of the country 
may find it convenient to avail them- 
selves of the Clinic this year. 

The second such offering is that of 
the Chicago MBA with a one-day 





Mortgage Seminar at the University 
of Chicago April 26. This is another 
highly worthwhile opportunity for 
mortgage lenders and _ investors. 
Among the speakers will be Beryl W. 
Sprinkel, economist, Harris Trust and 
Savings Bank, Chicago; Robert B. 
Patrick, vice president, Bankers Life 
Company, Des Moines and Edward E. 
Edwards, professor of finance, Indi- 
ana University. 

A panel discussion is slanted at pro- 
jecting the precise areas of future 
growth in Metropolitan Chicago. 
Moderator and participants include 
William W. Alberts, Graduate School 
of Business, University of Chicago; 
Roger L. Creighton, planning con- 
sultant, Chicago Area Transportation 
Study; Loren Trimble, director of ter- 
ritorial information, Commonwealth 
Edison Company and William T. 
Morgan, vice president in charge of 
real estate and corporate secretary, 
National Tea Company. 


Name David Laux as 
Louisiana MBA Head 


David Laux of New Orleans was 
elected president of the Louisiana 
MBA at the annual meeting, succeed- 
ing W. W. Baltar, III, New Orleans. 

Other officers named at a one-day 
meeting of the group at the Roosevelt 
hotel are W. G. Cooksey, Lake 
Charles, senior vice president; A. K. 
Northrop Jr., New Orleans, vice 
president, and Russ Foti, Baton 
Rouge, treasurer. 

MBA President B. B. Bass made 
the principal address of the Conven- 
tion. 

Another speaker was Dr. Arthur A. 
Smith, Dallas, long-time speaker at 
the MBA SMU Conference who had 
some short term and long term ap- 
praisals of the much-heralded Sixties. 

The United States will just have to 
wait for the Seventies before it gives a 
“proper name to the Sixties,” he said. 

Optimism prevails as we enter a 
new decade and this is important but 
not the only ingredient in the “eco- 
nomic pie,” he said. 

Dr. Smith named these points as 
being on the credit side for a good 
decade ahead: 

There will be population growth 
demanding all kinds of new consumer 
items. And these demands will re- 
quire financing. 
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Growth will be astounding—econo- 
mists predict 210 million persons in 
the U. S. by 1970. But all this growth 
It will come to 
the cities, urban 25.000 or 
more will boom but the smaller com- 
munities will suffer. The trend will 
still be away from the rural areas. 

“It’s going to be a whole lot of fun 
to watch the Homes today 
as we know them will become obso- 
lete,”’ Dr. Smith said. 

And on the debit side for the dec- 
ade ahead Dr. Smith mentioned: 

People will continue to act like 
They are never satisfied with 


will not be uniform. 
areas of 


Sixties. 


people 
wages or profits and they will con- 
tinue to swing the economy to great 
extremes. 

Business in the Sixties will continue 
to be swung from boom to reactions. 
Already the stock market has swung 
too high. Some blue chip stocks are 
selling for 20 and 50 times their earn- 
ings. Something has to happen. 

Chere surely appears to be no last- 
ing solution in sight for the differ- 
ences between labor and management. 

The strike will only 
lead groups to seek in- 
creased wages, especially in an elec- 


recent steel 


other labor 
tion year when these groups can get 
the attention of the administration in 
Washington. 


T. K. Hartzler Is 
Columbus MBA Head 


Marking the transfer of authority, 
Thomas K. Hartzler, seated left, in- 
coming president of the Columbus 


MBA, 
going president Ward C. Case at the 


accepts the gavel from out- 
organization’s annual installation ban- 
quet. Other incoming officers taking 
part in the ceremony included, left to 
right, R. D. Williams, board of gov- 
ernors member; Fred C. Pixley, sec- 


retary-treasurer; and Hubbard Sherry, 


vice president. 
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EASY LENDING 
(Continued from page 29) 
rially to this change in price level. 

There are others who say that the 
construction industry is the bul- 
wark of our national economy, and 
that construction should be main- 
tained at the highest possible level 
of activity in order to prevent an 
economic recession. They say, there- 
fore, that if there is a cutback in the 
volume of construction or of the sale 
of houses, we must liberalize the terms 
of real estate loans immediately in 
order to prevent serious damage to 
the general economy. 

We are now at an all-time high in 
our economy. Our loan terms are the 
most liberal in history. It would seem 
most unwise, therefore, to attempt to 
liberalize our loan terms further at 
this time. If there should be an eco- 
nomic contraction, it might be that 
we would desperately need some stim- 
ulation to prevent a serious drop in 
the economy. If we should liberalize 
our terms further at this time 
while at the peak of our economy, 
have little or nothing left 


loan 


we might 
to use as a stimulation in a time of 
great need. 

Most economists say we can prob- 
ably expect great expansion of our 
economy in the future. However, one 
of the real 
analysts in the United States, and one 


who has consistently forecast continu- 


most prominent estate 


ally increasing activity in prices and 
real estate sales for the past 15 years, 
has just stated in his opinion inflation 
has run its course. He said inflation 
has become unpopular in the United 
States and also the rest of the world 
and that we have seen the last of it 
for some time. He said that we can- 
not use inflation further in this coun- 
try at this time because our foreign 
competitors will not permit us to, and 
will prevent it by increased competi- 
tion for the world market. 

We have had some minor recessions 
in the past few years. It is possible 
that we could have another recession, 
and its intensity can be only a matter 
of conjecture. It would, therefore, 
seem to be the prudent approach not 
to liberalize real estate credit further 
at this time. It would seem far better 
judgment at this time to resist further 
liberalization as an effort to restrain 
further inflation, because further in- 
flation could be disastrous to us 
locally, nationally, and internationally. 
Even though real estate activity in 
the coming year might be somewhat 
below the very high volume of the 
past several years, it nevertheless could 
be a very satisfactory year measured 
by long time averages. Growth will 
continue, and without unjustified 
stimulation could be more sound and 
less vulnerable to a severe reaction 
that often follows a “boom and bust” 
pattern. 
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People : 


Walter Mahlstedt, vice president, 
Teachers Insurance and Annuity As- 
sociation in charge of the securities 
department, has also been placed in 
charge of the company’s mortgage 
and real estate department. 

Mr. Mahlstedt started his career 
with TIAA in 1929. Named an officer 
in 1948, he was appointed vice presi- 
dent in 1955. He is a director of 
the Home Trust Company, a Fellow 
of the Life Office Management Asso- 
ciation, and a member of the Society 
of LOMA Graduates. 

He will fill a vacancy caused by the 
resignation of Miles C. Babcock. 


Howard C. Peterson, president of 
the Fidelity-Philadelphia Trust Com- 
pany, was elected a director of Com- 
monwealth Title Insurance Company, 
Philadelphia. 


Hal Mendon was elected executive 
vice president of California Bank. 
Mendon entered the California Bank 
in 1922 and four years later was made 
a branch manager. He was elected 
assistant cashier in 1930, junior vice 
president in 1934, and cashier in 
1940. In May, 1941, he was elected 
vice president and placed in charge 
of the bank’s real estate and instal- 
ment loan activities. Three years later 
he was made a senior vice president. 
He has been active in the Southern 
California MBA and California MBA. 


James W. Gibson, Richard Keene 
and Frank A. Rees were elected as- 
sistant treasurers of John Hancock 
Mutual Life Insurance Co. 

Mr. Gibson is associate director of 
the city mortgage department in 
charge of commercial loan produc- 
tion. Mr. Keene is associate director 
in charge of city mortgage field op- 
erations and Mr. Rees is associate 
director in charge of mortgage and 
real estate. servicing. 


: Events 
> Pyates : 


The boards of The Title Guaran- 
tee Company and The Maryland 
Title Guarantee Company, both of 
Baltimore, have approved merger 
plans and negotiations are now under 
way to finalize the arrangement. The 
consolidated companies will have cap- 
ital stock of $1,120,000, surplus and 
reserves of $1,900,000 and total assets 
of more than $3,000,000. It will op- 
erate in sixteen states, Puerto Rico 
and the District of Columbia, through 
132 agents. 

Guy T. O. Hollyday is chairman 
of The Title Guarantee Company 
and Charles H. Buck is president of 
The Maryland Title Guarantee Com- 
pany. 


Adventures in education—and good 
business: A clinic in mortgage financ- 
ing procedures for Fairleigh Dickin- 
son University students is being con- 
ducted by the J. I. Kislak Mortgage 
Corp., Jersey City. 

Felix Beck, vice president, said the 
mortgage corporation, a division of 
J. I. Kislak, Inc., has developed a 
two-hour lecture embracing the en- 
tire mortgage market. Particular em- 
phasis is placed on financing tech- 
involved in the sale of 
A kit, containing 


niques 
individual homes. 
mortgage forms, is given each stu- 
dent. 

A second venture is the third an- 
nual “Spring Mortgage Clinic” for 
real estate brokers, sponsored by the 
Kislak organization. 

Emanuel M. Brotman, the firm’s 
executive vice president, said the 
course is designed to instruct brokers 
in the fundamentals of mortgage fi- 
nancing on residential properties with 
view to stimulating their : 
“used” homes. 


sales of 


Investment Corporation of Nor- 
folk has opened a branch office in 


Virginia’s Peninsula area in charge 


c- ye, 
© XY peAy 





of E. B. VanLeeuwen, assistant sec- 
retary, assisted by W. J. Leonard. 


Mortgage Services of Jacksonville, 
an organization in that city devoted 
entirely to mortgage loan servicing, 
had an all-day clinic recently, with 
the subject material entirely devoted 
to FNMA. Panelists, all from the At- 
lanta headquarters of FNMA, were 
W. D. Cornwell, assistant agency 
manager, A. B. Drake, assistant chief, 
loan division, and R. L. Craven, as- 
sistant comptroller. There were 168 
registrants who attended classes in 
Selling, Servicing and Reporting. 


William P. Curto, formerly super- 
vising appraiser of income proper- 
ties for Prudential has joined Greene- 
baum Mortgage Co., Chicago, as 
head of the appraisal division, han- 
dling negotiations in connection with 
mortgages on income properties. 


New Members in MBA 


CALIFORNIA, Fullerton: Fullerton 
Mortgage and Escrow Company, John W. 
Hartman; San Marino: Huntington Mort- 
gage Company, O. B. Franz, Jr. 


CONNECTICUT, Stamford: The Fair- 
field County Trust Company, A. H. Nelson, 
vice president. 

FLORIDA, Jacksonville: American Heri- 
tage Life Insurance Company, W. A. 
Verlander, executive vice president-treas- 
urer. 


GEORGIA, Atlanta: McNeal and Com- 
pany, William W. McNeal, president. 


ILLINOIS, Rockford: 
Bank of Rockford, V. C. 
ager, mortgage department. 


City National 
Nelson, man- 


INDIANA, Indianapolis: The College 
Life Insurance Company of America, Bur- 
chard Carr, manager, mortgage loan de- 
partment. 


IOWA, Cedar Rapids: General Mort- 
gage Corporation of Iowa, H. F. Rice, 
branch manager. 


THE MORTGAGE BANKER « Apri/ 1960 47 








The First Trust Com- 
Anderson, vice presi- 


KANSAS, Salina: 
pany, Inc., Neal A. 
dent. 

LOUISIANA, Baton Rouge: 
Mortgage Corporation, W. F 
Jr., president. 

MASSACHUSETTS, Ludlow: Ludlow 
Savings Bank, James P. Cormack, presi- 
dent 

MICHIGAN, Jackson: City Bank & 
rrust Co., D. M. Sommers, vice president. 

MISSOURI, Kansas City: James B. 
Nutter & Company, James B. Nutter, pres- 
ident; St. Louis: St. Louis Union Trust 
Co., Carl W. Gusoskey, real estate officer. 

MONTANA, Billings: Hall and Hall, 
Inc., Warren P. Hall, president. 

NEW YORK, New York: 
tional Bank of New York, 
O'Connell, vice president. 

NORTH CAROLINA, Charlotte: First 
Union National Bank of North Carolina, 
Eugene B. Graham, assistant vice presi- 
dent; Greensboro: Willard Gourley, Jr. 

PUERTO RICO, San Juan: Jose R. 
Noguera, Secretary of the Treasury of 
Puerto Rico. 

UTAH, Salt Lake City: Broadway In- 
vestment Company, Hoyt S. Wimer, vice 
president. 

VIRGINIA, Roanoke 


Corporation, S. 5S 


Port City 
Galloway, 


Grace Na- 


William J. 


Mortgage In- 


vestment Edmunds, 


manager 


This Election Year 


A long view of the country’s growth 
and development shows that Presiden- 
tial election years have proved to be 
periods of economic expansion and 
prosperity more often than not. 

This trend is 
the records going back over the past 


clearly apparent in 
century, and particularly in the last 
two decades when some of the nation’s 
best growth records were achieved; 
and it adds another element of con- 
fidence in the outlook for the current 
year as the preliminaries get underway 
for the election of the 35th President 
this November 

As it 1S, 
forecasts have moderated recently, the 


that 1960 will prove 


though exuberant year-end 


indications are 
to be another landmark year in Amer- 
ican economic annals. 

Our first $500 billion gross national 
product, as against under $480 billion 
in 1959, is still the general expecta- 
tion, along with the establishment of 
other 
yardsticks of progress as employment 


records in such fundamental 
and income. 

During the 25 Presidential election 
years in the past century, froin 1860 
1956, the figures show that 
economic activity was on the upbeat 


through 


48 THE MORTGAGE BANKER + April 1960 


in 14 of those years, declined in eight, 
and was mixed in three. For the 15 
Presidential election years since the 
turn of the present century, when the 
economy as we know it now began to 
take shape, the economic returns were 
eight years of rising activity, five years 
of decline, and two years of irregu- 


larity. 

Thus for the last century as a 
whole, expansion has characterized 
more than half of the Presidential 


election years in the period. The score 
for the last two decades is even more 
impressive, with marked growth trends 
in four of the five Presidential election 
years since 1940. War and its after- 
math have, of course, influenced the 
economy’s performance since the For- 
ties, just as depression left its imprint 
on the results in the Thirties. 

Some of these Presidential election 
years stand out more than others in 
their economic performance and qual- 
ify as turning points in the subsequent 
course of events. One such in rela- 
tively recent history was 1920. That 
was the year during which the per- 
sistent inflationary trend of the first 
two decades of this century, which 
took on runaway aspects in the First 
World War period, came to an abrupt 
end, falling of its own excesses and 
carrying the whole economy with it 
in a short but deep recession. 





PERSONNEL 


AND BUSINESS NEEDS 


In answering advertisements in this column, 
address letters to box number shown in care of 
The Mortgage Banker, 111 West Washington 
Street, Chicago 2, Illinois. 











Junior executive for old, well established, 
small Texas mortgage company. Excellent 
opportunity for advancement. Give experi- 
ence, age, salary expected. Write Box 645. 


Approved mortgagee desires affiliation with 
out-of-town mortgage banker for represen- 
tation in Pennsylvania and New Jersey. 
Best references. Write Box 646. 

Mortgage Production Executive, 30, desires 
position with unlimited opportunity. Six 
years experience in broker and development 
financing, FHA-VA submissions, loan clos- 
ing, interim financing, office management. 
Will relocate. Write Box 647. 


SYSTEMS AND MANAGEMENT 
POSITION 
Metropolitan St. Louis, Missouri mortgage 
company seeking person with experience in 
system procedures and controls. IBM back- 
ground helpful, but not essential. In reply, 


submit résumé of education, experience, 
photograph and salary required. Write 
Box 648. 





@hbituaries 





C. P. Kennedy, a member of the 
firm of Kennedy & Stevenson, mort- 
gage bankers, Cincinnati, and a long- 
time former member of the MBA 
board of governors, died in his home 
city. Mr. Kennedy, or Perce as he 
was familiarly known, spent almost his 
entire career in mortgage banking. He 
was an enthusiastic chorister and was 
a member of a choral group which 
his son, Eldon Kennedy, directs. It 
was at a rehearsal of this choral group 
that Mr. Kennedy suffered a fatal 
attack. 





EXECUTIVE MANAGEMENT 
POSITION 


Excellent opportunity for young man in 
Metropolitan St. Louis, Missouri mortgage 
company experienced in mortgage loan 
processing. Working knowledge of servicing 
and insurance required. In reply, submit 
résumé of education, experience, photo- 
graph and salary. Write Box 649. 


MORTGAGE LOAN 
Appraiser—Loan Solicitor 
Excellent opportunity with leading firm. 
Headquarters in Beverly Hills, California. 
Mortgage Loan Correspondent represent- 
ing Life Insurance funds offers permanent 
position for capable mortgage loan ap- 
praiser with good loan production experi- 
ence. Send résumé of education, experi- 
ence, present employment status and 
salary. Replies will be held confidential. 

Write Box 650. 


Large, well established Mideastern mort- 
gage company seeks man about 40 years 
of age who has five or more years experi- 
ence in origination of commercial and 
apartment mortgages. The right man with 
management capabilities can earn good 
salary, bonus and stock option arrange- 
ment. Please write in complete detail. All 
replies held confidential. Our organization 
is aware of this ad. Write Box 651. 


POSITION DESIRED 


Present senior executive mortgage banking 
firm, servicing over $50 million in FHA, 
VA and Conventional loans for 20 in- 
vestors, desires change. 13 years real estate 
mortgage experience, last 8 years with 
present firm. Intimately familiar with all 
executive level phases of mortgage bank- 
ing, real estate sales, property manage- 
ment, life, fire, and casualty insurance and 
personnel functions. Age 40, excellent 
health. Desires position of responsibility 
with firm in Denver, Salt Lake City, or 
San Diego areas. Write Box 652. 


EXPERIENCED MORTGAGE MAN 
available. Six years experience VA, FHA, 
conventional, all phases, including depart- 
mental management, corporate officer, Law 
graduate, seeking early change to expand- 
ing established mortgagee, preference 
Cleveland, Chicago, Indianapolis or Mid- 
western cities. Write Box 653. 


MINNESOTA TITLE means a 


WARM WELCOME* 


* A cordial welcome awaits you in each of 
Minnesota Title’s offices around the country. 
The receptionist’s smile, the friendly greet- 
ing you get from those who serve you, con- 
firm an interest in making you feel at home. 

We appreciate your business whether your 
call is in person, through one of our repre- 
sentatives or by mail. In every case we strive 
to serve your needs quickly and accurately. 

Give us a chance to offer you our “warm 
welcome”. Write Title Insurance Company 
of Minnesota or see your nearby Minnesota 
Title agent. 


OF MINNESOTA 
400 Second Avenue South FEderal 8-8733 Minneapolis 1, Minnesota 
Capital, Surplus and Reserves in Excess of $4,500,000 


ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA 

MINNESOTA MISSISSIPPI MISSOURI MONTANA NEBRASKA 

NORTH CAROLINA NORTH DAKOTA OHIO SOUTH CAROLINA 

SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN 
WYOMING 








In 1869 a golden spike driven at Promontory Point, 
Utah, joined the East and West with the first transconti- 
nental rail route. Eight years before this epic event, 
Kansas City Title Insurance Company had its beginning. 
Behind every Kansas City Title policy stands the experi- 
ence and financial strength of nearly a century of continu- 
ous expansion. 








Highball through mortgage transactions 
with Title Insurance Don’t let mortgage transfers get sidetracked 


by title troubles. Investors expect and are entitled to guaranteed security against title 
losses due to prior title defects. A Kansas City Title policy is the clear-track signal. Insist 
upon this protection in every mortgage transaction. 


Call in a Kansas City Title agent today. He can help you “highball” through mortgage 
transactions at a profitable pace. 


Branch Offices: 
Licensed in the following states: Baltimore, Maryland, 210 North Calvert St. 
Little Rock, Arkansas, 214 Louisiana St. 
Alabama, Arkansas, Colorado, Delaware, Florida, Georgia, Indi- Nashville, Tenn., S.W. Cor. 3rd & Union St. 
ana, Kansas, Louisiana, Maryland, Mississippi, Missouri, Montana, Jackson, Miss., 206 Medical Bldg. 
inn Minnie Oh Cinal Ohi Caroli I 518 E. Capitol St. 

ebreste, Nevada, N. Carolina, io, S. Carolina, Tennessee, Denver, Colo., 407 Columbine Bidg.., 
Texas, Utah, Virginia, Wisconsin, Wyoming, and the District of 1845 Sherman St. 
Columbia. Greensboro, N. C., 317-18 Southeastern Bldg. 


Directory of Agencies furnished on request. 





Aansas City Gite... Company ee Reserves Exceed $6,000,000.00 


925 Walnut, Kansas City 6, Missouri 








